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' " Enclosed for filing and recordation pu
Section 20c of the Interstate Commerce Act are the following
documents relating to the railroad equipment described and
marked in accordance with Schedule I attached hereto:

(1) Lease of Railroad Equipment dated as of
December 1, 1978 between-Gould Financial Inc. and

Brae Corporation ("Lease");

(2) Lease of Railroad Equipment dated as of
December 1, 1978 between Brae Corporation and Michigan
Interstate Railway Company ("Sublease"); and

(3) Assignment of Lease dated as of December 1,
1978 between Brae Corporation and Gould Financial Inc.

("Assignment of Sublease").

| : , .
, The names and addresses of the parties to the
documents listed above are as follows:

/'/ R
s (1) Lease

Gould Financial Inc.

10 Gould Center
Rolling Meadows, Illinois 60008

(a) 'Lessor:

Brae Corporation
Three Embarcadero Center

San Francisco, CA 94111

(b) Lessee:

(2) Sublease; Assignment of Sublease

(a) Lessor-

Assignor: Brae Corporation

Three Embarcadero Center
San Francisco, CA 94111

Q/ THREE EMBARCADERO CENTER - SAN FRANCISCO, CALIFORNIA 94il1 + (415) 956-8313
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(b) Assignee: Gould Financial Inc.
: ' 10 Gould Center o
Rolling Meadows, Illinois 60008

(c) Lessee: Michigan Interstate Railway Company
P.0O. Box 619 : -
1801 West Main Street.
Owosso, Michigan 48867

Please file and record the enclosed documents and
cross-index them under the names indicatedibelow:

(1) Lease: the Lessor and the Lessee; and

(2) Sublease: the Lessor-Assignor, the Assignee
and the Lessee. ’ ‘

Also enclosed is our check payable to- the order of
the Interstate Commerce Commission in the amount of $100, the
prescribed fee for filing and recording the enclosed documents.

Return to the person presenting this letter, together
with your letter confirming such filing and recordation and

your fee receipt therefor, all counterparts of the enclosed
documents not required for filing.

Very‘fruly yours,

Dl T

Michael T. Everett
Assistant Secretary

Enclosures



Quantity Type
20 High Cube
Boxcars,

AAR Class XM

SCHEDULE I

Identifying Numbers
(both inclusive)’

AA 10000~
AA 10019

* To be replaced by the legend:

Markings

"Owned by a Financial
Institution, Subject
to a Security Agree-
ment Filed Under
Section 20c of the
Interstate Commerce
Act"*

"Gould Financial Inc., Owner

and Lessor under a Lease Filed Under Section 20c of the
Interstate Commerce Act"
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Dear
S5i1 x:

The enclosed document(s) was recorded pufrsuant to the

provisions of Section 20(c) of the Interstate Commerce Act,

“49 U.S.C. 20(c), on at ,
AT 2: 80
and assigned recordation number(s)

0002 = DEOR-A 0903

Sincerely Aours,

s

H.G. Homme, Jr.

Lo\
\‘\_) :

i

Secretary

Enclosure(s)
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and
MICHIGAN INTERSTATE RAILWAY COMPANY,
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{20 High Cube Box-Cars Manufactured
by Greenville Steel Car Company]
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LEASE OF RAILROAD EQUIPMENT dated as of
December 1, 1978, between BRAE CORPORATION, a
Delaware corporation (the "Lessor"), and
MICHIGAN INTERSTATE RAILWAY COMPANY,

a Michigan corporation (the "Lessee®).

RECITALS

1. The Lessor is to enter into a Lease of Railroad
Equipment dated as of the date hereof (the "Prime Lease®) with
The Connecticut Bank and Trust Company, acting as owner-trustee
under a trust agreement dated as of the date hereof with the
beneficial owners listed therein (the "Beneficiaries"), as
lessor (the "Owner~-Trustee"), with respect to the units of
railroad equipment described in Schedule A hereto.

2. The Owner-Trustee is to become party to an
agreement described in Schedule A hereto (the "Purchase Agree-
ment"), either directly or by assignment, with the builder
identified in Schedule A hereto (the "Builder"), pursuant to
which the Builder is to manufacture, sell and deliver to the
Owner-Trustee the units of railrocad .equipment described in
Schedule A hereto.

3. The Owner-Trustee is to enter into an agreement
dated as of the date hereof (the "Security Document") with
the lender or lenders listed therein (the "Lender") pursuant to
which the Owner-Trustee is to borrow from the Lender part of
the purchase price of the units described in Schedule A hereto.

4. As security for performance of the Lessor's
obligations under the Prime Lease, the Lessor is to assign to
the Owner-Trustee, pursuant to an assignment of lease dated as
of the date hereof, substantially in the form of Exhibit II
hereto (the "Assignment”), the Lessor's rights under this
Lease. As security for performance of the Owner-Trustee's
obligations under the Security Document, the Owner-Trustee is
to assign to the Lender, pursuant to an assignment of lease
dated as of the date hereof (the "Prime Lease Assignment"),
such rights and its rights as lessor under the Prime Lease to
the Lender;

5. The Lessee desires to lease from the Lessor all
units of railroad equipment described in Schedule A hereto
delivered by the Builder to the Owner-Trustee and by the
Owner-Trustee to the Lessor and accepted pursuant to § 2 hereof
(the "Units"), upon the terms and subject to the conditions
hereinafter provided.

Accordingly, the Lessor and the Lessee agree as
follows:
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§ 1. Lease. In consideration of the Rent (as
defined in § 4 hereof) to be paid and the covenants to be
performed by the Lessee hereunder, the Lessor hereby leases the
Units to the Lessee, upon the terms and subject to the condi-
tions hereinafter set forth, for the entire Term (as defined in
§ 6 hereof).

§ 2. Acceptance of Units. The Lessor hereby
appoints the Lessee as its agent for inspection and acceptance
of the Units from the Builder and the Owner-Trustee. The
Lessor will cause each Unit to be tendered to the Lessee at the
point or points within the United States of America at which,
and on the date or dates on which, such Unit is delivered by
the Builder to the Owner-Trustee and by the Owner-Trustee to
the Lessor. The Lessee will cause an agent or employee of the
Lessee to inspect each Unit and if such Unit is found to be
acceptable, to execute and deliver to the Lessor a certificate
of acceptance substantially in the form attached hereto as
Exhibit I (a "Certificate of Acceptance”). Upon the delivery of
a Certificate of Acceptance and the satisfaction of the condi-
tions set forth in § 3 hereof with respect to any Unit, such
Unit shall be deemed to have been accepted by the Lessee and
shall become subject to this Lease.

§ 3. Conditions. The obligation of the Lessor to
cause each Unit to be tendered to the Lessee pursuant to § 2
hereof is subject to the receipt by the Lessor, on or before
the date on which any Units are delivered and accepted, of the
following documents, each of which shall be in form and sub-
stance satisfactory to Messrs. Heller, Ehrman, White & McAuliffe,
counsel for the Lessor:

.

(i) a duly executed copy of thls Lease,
designated as the original hereof;

(ii) evidence that this Lease, the Assignment,
the Prime Lease, the Prime Lease Assignment and the
Security Document have been executed and delivered by
the respective parties thereto and filed and recorded
with the Interstate Commerce Commission (the "ICC")
pursuant to Section 20c of the Interstate Commerce
Act, as amended (the "Act");

(iii) all certificates of insurance required
to be delivered by the Lessee pursuant to § 10
hereof;



(iv) a certificate of an officer of the
Lessee dated a date prior to delivery of such Units
as to a true and correct copy, such copy being .
attached thereto, of the resolutions duly adopted by
the Lessee's board of directors (or the executive
committee thereof), authorizing the execution,
delivery and performance of this Lease and the
transactions contemplated hereby, which resolutions
have not been amended or modified and remain in full
force and effect, and as to the incumbency and
specimen signatures of any officers of the Lessee
executing this Lease and any other documents or
instruments contemplated hereby:

(v) a certificate dated a date prior to
delivery of such Units of an executive officer of the
Lessee to the effect that (except as other):

A. no Event of Default (as defined in
§ 17 hereof) or event or condition which
with the giving of notice or passage of
time or both would constitute an Event of
Default has occurred and is continuing;

B. each of representations and
warranties of the Lessee set forth in
§ 21(a) hereof is true and correct as of
such date with the same force and effect as
‘if it had been made and as of on such date;
and

C. each Unit is new and will not have
been placed in service or otherwise used by
the Lessee (or any other person) prior to
the delivery and acceptance thereof pursuant
to § 2 of this Lease; and

(vi) an opinion of counsel for the Lessee
dated a date prior to delivery of such Units addressed
to the Lessor, to the effect that:

A. the Lessee is a corporation duly
organized, validly existing and in good
standing under the laws of its jurisdiction

of incorporation, has all requisite corporate

power and authority to own its properties
and to carry on its business as presently
conducted and is duly qualified to do
business and in good standing in each



jurisdiction in which the failure to

so qualify would have a material adverse
effect upon the financial condition of the
Lessee or its ability to perform its
obligations under this Lease;

B. except as the Lessee has previously
disclosed in writing to the Lessor, there
are, to the knowledge of such counsel,
no actions at law or in equity pending or
threatened, by or against (whether or not
purportedly on behalf of the Lessee),
or affecting the Lessee or any of its
subsidiaries or properties, or proceedings
by or before any governmental commission,
bureau or other administrative agency
pending or threatened against the Lessee
which, in either case, if adversely
determined would have a material adverse
effect upon the business or property of
the Lessee and its subsidiaries, on a
consolidated . basis, or upon the Lessee's
ability to perform its obligations under
this Lease;

C. the Lessee has all requisite
corporate power to execute and deliver this
Lease and to perform its obligations
hereunder; this Lease has been duly autho-
rized, executed and delivered by the Lessee
and, assuming due authorization, execution,
and delivery hereof by the Lessor, consti-
tutes a legal, valid and binding obligation,
enforceable against the Lessee in accordance
with its terms, subject, as to enforcement
of remedies, to applicable bankruptcy,
moratorium and insolvency laws and other
similar laws affecting creditors' rights
generally and to laws or judicial decisions
limiting the availability of the remedy of
specific performance;

D. except as the Lessee has previously/ZA
disclosed in writing to the Lessor, and ex-

cept for the filing and recordation of the }¢ﬁ
Lease,. the Assignment, the Prime Lease, the
Prime Lease Assignment and the Security

Document with the ICC in accordance with

Section 20c of the Act and, subject to the
effect of liens which do not appear in the

.records maintained by

-4~



the ICC pursuant to Section 20c of the Act
(and such counsel is not aware of any such
liens), no other act, filing, recording,
registering or deposit (or giving of
notice) is necessary to protect the rlght,

< title and interest of the Lessor, the

: Owner-Trustee or the Lender under this

] Lease and in the Units in the United States

= of America;

E. the execution, delivery and
performance of this Lease by the Lessee
will not conflict with, result in a
breach of, or constitute a default under,
the corporate charter or by-laws of the
Lessee or, to the knowledge of such counsel,
any provision of law, any regulation,
order, writ, injunction or decree of any.
court or dovernmental instrumentality, ‘and,
<except as the Lessee has previously dlsclosed Q)TW
in writing to the Lessor, any note, indenture,
mortgage, deed of trust, equipment trust agree—l
ment, conditional sale agreement, material lease
or other agreement or instrument to which the
Lessee is a party or by which its property may
be bound;

- : F. no authorization or approval is
required from any governmental agency or
commission or any public or quasi-public
body or authority with respect to the
execution, delivery or performance by the
Lessee of this Lease or for the enforceability
hereof against the Lessee (except for the
approval of the Michigan State Highway

- Commission which has been obtained and is
A in effect); and

- G. to the knowledge of such counsel,

b the Lessee is not in default in any material
respect with regard to any order, writ,
injunction or decree of any court or
Federal, state, municipal or other govern-
mental department, commission, board,
bureau, agency or instrumentality.

§ 4. Rent. The Lessee agrees to pay to the Lessor,
as basic rent ("Basic Rent") for each Unit subject to this Lease,
60 quarterly installments, each in the amount of 2.9411% of the
Purchase Price (as hereinafter defined) of such Unit. The




amount of each quarterly installment of Basic Rent may be
adjusted as provided in § 22 hereof. The installments of Basic
Rent shall be payable in arrears on March 1, June 1, September 1
and December 1 in each year, commencing on March 1, 1979.

The Lessee agrees to pay to the Lessor on December 1,
1978 as interim rent ("Interim Rent®™) for each Unit an amount
equal to the Purchase Price of such Unit, multiplied by (A) the
daily equivalent of the annual rate of interest (computed on
the basis of a 360-day year of twelve 30-day months) on the
indebtedness of the Owner-Trustee outstanding under the Security
Document, multiplied by (B) the number of days from and including
the date on which such Unit was delivered and accepted pursuant
to § 2 hereof to, but excluding, December 1, 1978.

For the purpose hereof, "Purchase Price" shall mean,
with respect to any Unit, the base price of such Unit set forth
in Schedule A hereto. For the purpose hereof, the term "Rent”
shall mean Basic Rent and Interim Rent.

If any of the Rent payment dates referred to above is
not a business day, the Rent otherwise payable on such date
shall be payable on the next succeeding business day. For the
purpose hereof, "business day" shall mean any calendar day,
other than a Saturday, Sunday or day on which both Bank of
America, N.T. & S.A. and Wells Fargo Bank, N.A. remained closed
in San Francisco, California.

All payments provided for in this Lease shall be
made at the Lessor's office at Three Embarcadero Center, l1l7th
Floor, San Francisco, California or at such other place as the
Lessor shall from time to time specify in writing. The Lessee
agrees to make each payment provided for herein in funds
immediately available in San Francisco, California or at such
other place as the Lessor shall from time time specify in
writing.

§ 5. Net Lease. This Lease is a net lease. The
Lessee's obligation to pay all Rent and other amounts payable
hereunder is absolute and unconditional. The Lessee shall not
be entitled to any abatement or reduction of Rent or setoff
against Rent or such other amounts, including, but not limited
to, abatements, reductions or setoffs due or alleged to
be due by reason of any past, present or future claims of the



Lessee against the Lessor under this Lease, against the Owner-
Trustee, against the Builder or otherwise, except that this
Lease may be terminated pursuant to the express provisions
hereof. All Rent and other amounts payable by the Lessee
hereunder will be paid free of expense to the Lessor for
collection and other charges. Except as otherwise expressly
provided in § 9 hereof, this Lease shall not terminate, and the
respective obligations of the Lessor and the Lessee shall not
be affected, by reason of any defect in, damage to, loss of
possession or use of or destruction of all or any of the Units
from whatsoever cause, any liens, encumbrances or rights of
others with respect to any of the Units, the prohibition of

or other restriction against the Lessee's use of all or any of
the Units, the interference with such use by any person or
entity, the invalidity or unenforceability or lack of due
authorization of this Lease, any insolvency of or any bank-
ruptcy, reorganization or similar proceeding by or against

the Lessee, or for any other cause whether similar or dissimilar
to the foregoing, any present or future law to the contrary
notwithstanding. It is the stated intention of the parties
hereto that all Rent and other amounts payable by the Lessee
hereunder shall continue to be payable in all events in the
manner and at the times herein provided unless the obligation
to pay the same shall be terminated pursuant to the express
provisions of this Lease. To the extent permitted by applicable
law, the Lessee hereby waives any and all rights which it may
now have or which at any time hereafter may be conferred upon
it, by statute or otherwise, to terminate, cancel, quit or
surrender this Lease with respect to all or any of the Units,
except in accordance with the express terms hereof. Each
payment of Rent or other amount made by the Lessee hereunder
shall be final and the Lessee shall not seek to recover all or
any part of such payment from the Lessor for any reason what-
soever.

§ 6. Term. The term of this Lease as to each Unit
shall begin on the date such Unit is accepted pursuant to § 2
hereof and, subject to the provisions of §§ 9, 17, and 23
hereof, shall terminate 15 years after December 1, 1978.
The obligations of the Lessee (including, but not limited to,
its obligations under §§ 8, 9, 10, 15, 18, 20 and 22 hereof)
shall survive the expiration or other termination of this
Lease.

For the purpose hereof, the "Term" for each Unit
shall include the term described in the immediately preceding
paragraph and any renewal term or terms pursuant to § 23
hereof.
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§ 7. 1Identification. The Lessee will cause each
Unit to be kept numbered with the identifying number set
forth in Schedule A hereto. The Lessee will keep and maintain,
plainly, distinctly, permanently and conspicuously marked on
each side of each Unit, in letters not less than one inch in
height, the words "OWNED BY A FINANCIAL INSTITUTION, SUBJECT TO
A SECURITY AGREEMENT FILED UNDER SECTION 20c OF THE INTERSTATE
COMMERCE ACT", or other appropriate words designated by the
Lessor, with appropriate changes and additions thereto as from
time to time may be required by law in order to protect the
interests of the Lessor, the Owner-Trustee or the Lender in
such Unit and the rights of the Lessor under this Lease. The
Lessee shall not place in operation or exercise any control or
dominion over any Unit under this Lease until such words shall
have been so marked on both sides thereof and will replace
promptly any of such words which may be removed, defaced or
destroyed. The Lessee shall not change the identifying number
of any Unit until (i) a statement of the new number or numbers
to be substituted therefor shall have been delivered to the
Lessor and filed, recorded and deposited by the Lessee in all
public offices where this Lease shall have been filed, recorded
and deposited and (ii) the Lessee shall have furnished the
Lessor an opinion of counsel to the effect set forth in sub-
clause (vi)(D) of § 3 hereof.

Except as provided in the immediately preceding
paragraph, the Lessee will not allow the name of any person,
association or corporation to be placed on any Unit as a
designation that might be interpreted as a claim of ownership;
provided, however, that the Units may be lettered with the

names or initials of, or other insignia customarily used by,
the Lessee or any of its Affiliates (as defined in § 19 hereof).

§ 8. Taxes. All payments to be made by the Lessee
hereunder will be free of expense to the Lessor, the Owner-
Trustee and the Lender with respect to, and the Lessee hereby
agrees to pay when due, the amount of, any local, state,
Federal or foreign taxes or foreign withholdings or certifica-
tion, registration or license fees, assessments, duties,
charges, fines or penalties now or hereafter levied or imposed
upon or in connection with or measured by this Lease, or any
sale, rental, use, payment, shipment, delivery, maintenance,
repair, condition, return or other disposition of any Unit
under the terms of this Lease (collectively, "Impositions").
The Lessee assumes and agrees to pay when due all Impositions
in addition to all other payments required to be made by it
pursuant hereto and agrees to indemnify, protect, defend, save
and keep harmless, on an after tax basis, the Lessor against
all Impositions. The Lessor agrees to provide the Lessee with



notice of any Impositions directed to the attention of the
Lessor. .

Notwithstanding anything contained in this § 8 to the
contrary, the Lessee's obligation to pay Impositions shall not,
except as specifically provided in § 22 hereof, include (i) any
Federal income tax payable by the Lessor, the Beneficiaries,
the Owner-Trustee or the Lender as a consequence of the
payments provided for herein, or (ii) any income taxes or
franchise taxes measured by net income based on such receipts
imposed on the Lessor, the Owner-Trustee, the Beneficiaries or
the Lender by the state and city in which the Lessor, the
Owner-Trustee, any Beneficiary or the Lender has its principal
place of business, except any such tax which is in substitution
for or relieves the Lessee from the payment of taxes which it
would otherwise be obligated to pay or reimburse pursuant
hereto.

The Lessee will also pay promptly all Impositions
that may be imposed upon any Unit or for the use, maintenance
or operation thereof or upon the earnings arising therefrom
(except as provided in the immediately preceding paragraph) or
upon the Lessor or the Owner-Trustee by reason of its acquisi-
tion or retention of an interest therein, and will keep at all
times each Unit free and clear of all Impositions that might in
any way affect the title to such Unit or the interests of the
Lessor, Owner-Trustee or the Lender therein or under this
Lease; provided, however, that the Lessee shall be under no
obligation to pay any Imposition so long as it is contesting in
good faith and by appropriate legal proceedings such Imposition
and the nonpayment thereof does not, in the opinion of the
Lessor, adversely affect the title to any Unit or interests of
the Lessor the Owner-Trustee or the Lender therein or under
this Lease. 1If any Impositions shall have been charged or
levied against the Lessor directly and paid by the Lessor, the
Lessee shall reimburse the Lessor promptly upon written
notification and evidence of payment thereof. '

The Lessor agrees that if, in the opinion of
independent tax counsel selected by the Lessor and acceptable
to the Lessee (and whose fees and expenses shall be paid by the
Lessee), a bona fide claim exists for a refund of all or a
portion of any Imposition in respect of which the Lessee has
made payment to the Lessor, the Owner-Trustee or the Lender,
the Lessor shall, upon the request, and at the sole expense, of
the Lessee, take all such reasonable legal or other action
deemed appropriate by such counsel in order to sustain such
claim. The Lessor shall not be obligated to take any such
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action unless the Lessee shall first have provided indemnifica-
tion satisfactory to the Lessor for all liabilities and expenses
(including reasonable fees and disbursements of counsel) which
may be entailed therein. Provided that no Event of Default or
event or condition which with the giving of notice or passage

of time or both would become an Event of Default shall have
occurred and be continuing, the Lessee shall be entitled to the
proceeds of the successful prosecution of any such claim.

In the event any reports with respect to Impositions
are required to be made, the Lessee will, at its own expense,
make such reports in such manner as to show the interests of
the Lessor, the Owner-Trustee and the Lender in the Units and
notify the Lessor thereof; provided, however, that if the
Lessee is not permitted to make such reports, it will so notify
the Lessor and will furnish the Lessor with all information
necessary for the Lessor to make such reports.

The Lessee shall, whenever reasonably requested by
the Lessor, submit to the Lessor copies of returns, statements,
reports, billings and remittances, or furnish other evidence
satisfactory to the Lessor of the Lessee's performance of its
duties under this § 8. The Lessee shall also furnish promptly
upon request such data as the Lessor or the Owner-Trustee
reasonably may require to permit its compliance with the
requirements of taxing jurisdictions.

In the event that, during the Term, the Lessee
becomes liable for the payment or reimbursement of any Imposi-
tion pursuant to this § 8, such liability shall continue,
notwithstanding the termination of this Lease, until it has
been paid or reimbursed by the Lessee. The obligations of the
Lessee pursuant to this § 8 are made for the benefit of, and
shall be enforceable by, the Lessor, the Owner-Trustee and the
Lender.

§ 9. Casualty Occurrences. In the event that at any
time during the Term or prior to the return of any Unit
pursuant to §§ 18 or 20 hereof, as the case may be, any Unit
shall become worn out, lost, stolen, destroyed, or irreparably
damaged, from any cause whatsoever, or the title thereto or use
thereof shall be taken or requisitioned in the manner described
in the next succeeding paragraph (a "Casualty Occurrence"), the
Lessee shall promptly notify the Lessor in writing thereof. On
the Rent payment date next succeeding such notice the Lessee
shall pay to the Lessor an amount equal to the sum of: (i) all -
accrued but unpaid Rent in respect of such Unit, plus (ii) the
installment of Basic Rent or Interim Rent, as the case may be,
due and payable on such date, plus (iii) the Casualty Value (as

-10-



hereinafter defined) of such Unit as of such date. Upon
payment of such sum in respect of any Unit and payment by the
Lessee of any other amounts then due hereunder, Rent for such
Unit shall cease to accrue, this Lease shall thereupon terminate
with respect to such Unit and (except in the case of the loss,
theft or complete destruction of such Unit) the Lessor shall be
entitled to recover possession of such Unit.

The taking or requisition (by condemnation or otherwise
under authority of law) of the title to or use of any Unit
shall constitute a Casualty Occurrence, if:

(i) title to such Unit is taken or requisi-
tioned by any Federal, state, or foreign government
(or any agency or political subdivision of any
thereof) ;

(ii) wuse of such Unit is taken or requisi-
tioned by any foreign government or political sub-
division or agency thereof for any period, whether of
definite or indefinite duration;

(iii) use of such Unit is taken or requisi-
tioned by the government (or any agency thereof) of
the United States of America or any State thereof for
a stated period which exceeds 90 days or extends
beyond the expiration of the Term and the Lessor
notifies the Lessee in writing that such taking or
condemnation constitutes a Casualty Occurrence; or

(iv) use of such Unit is taken or requisi-
tioned by the government (or any agency thereof) of
the United States of America or any State thereof for
an indefinite period which in fact extends for not
less than 90 days or until beyond the expiration
of the Term and the Lessor notifies the Lessee in
writing that such taking or condemnation constitutes
a Casualty Occurrence.

The Lessee shall give the Lessor prompt written notice of any
taking or requisition of any Unit, whether or not under authority
of law and whether or not then constituting a Casualty Occurrence.

In the event that any Unit is taken or requisitioned
by condemnation or otherwise under authority of law in a
circumstance which does not constitute a Casualty Occurrence,
all of the Lessee's obligations under this Lease with respect
to such Unit, including, but not limited to, payment of Rent
shall continue in full force and effect as if such taking or
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requisition had not occurred. Provided that no Event of
Default or other event which with the-giving of notice or
passage of time or both would constitute an Event of Default
shall have occurred and be continuing, all payments received by
the Lessor or the Lessee during the Term with respect to such a
taking or requisition not constituting a Casualty Occurrence
shall be paid over to, or retained by, the Lessee.

Following the payment by the Lessee of the Casualty
Value of any Unit suffering a Casualty Occurrence arising from
a taking or requisition, the Lessee shall be entitled to
receive condemnation payments in respect of such Unit up to
an amount equal to such Casualty Value, plus one-half of all
such payments, if any, in excess of such Casualty Value and the
other one-~half of of such payments, if any, shall be the
property of the Lessor. In the event such Unit shall be
returned by the governmental entity prior to the time the
Lessee shall have been reimbursed by application of condemna-
tion payments in an amount equal to such Casualty Value, the
Lessee shall dispose of such Unit as agent for the Lessor, and
shall retain the proceeds of such disposition to the extent
that the aggregate of the amounts so retained and the condemna-
tion payments theretofore received by the Lessee equal such
Casualty Value. The Lessee shall also retain one-half of the
balance of such proceeds, if any, after provision for all
actual and reasonable expenses of sale and the other one-half
of the balance of such proceeds, if any, shall be promptly paid
to the Lessor. In the event such Unit shall be returned by the
governmental entity following the time the Lessee shall have
been reimbursed by such application of condemnation payments in
an amount equal to the Casualty Value thereof, such Unit shall
be returned by the Lessee to the Lessor in the manner provided
in § 20 hereof.

The Lessor hereby appoints the Lessee its agent to
dispose of any Unit suffering a Casualty Occurrence, except as
otherwise provided in the immediately preceding paragraph,
at the best price obtainable on an "as is, where is" basis.
Provided that the Lessee has previously paid the Casualty Value
- to the Lessor, the Lessee shall retain the proceeds of such
sale to the extent they do not exceed the Casualty Value
of such Unit, shall retain one-half of the balance of such
proceeds, if any, after provision for all actual and reasonable
expenses of sale and shall pay the other one-half of the
balance of such proceeds, if any, to the Lessor.

For the purpose hereof, the "Casualty Value" of
a Unit as of any Rent payment date or date after the expiration
of the Term shall be the percentage of the Purchase Price of
such Unit set forth in Schedule B hereto with respect to such
date.
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Whenever any Unit shall suffer a Casualty Occurrence
after the expiration of the Term, but before such Unit shall
have been returned pursuant to § 20 hereof, the Lessee shall
promptly notify the Lessor with respect thereto and pay
to the Lessor within 10 business days after such notice of such
Unit, an amount equal to the Casualty Value of such Unit, as of
the date on which such Casualty Occurrence occurred.

Except as otherwise provided in this § 9, the
Lessee shall not be released from any of its obligations under
this Lease in the event of, and shall bear the risk of, any
Casualty Occurrence to any Unit which has become subject to
this Lease.

§ 10. Insurance. The Lessee will, at its expense,
maintain or cause to be maintained at all times during the Term
(and thereafter so long as the Lessee is required to store or
redeliver any Unit pursuant to §§ 18 or 20), physical damage
and public liability insurance covering the Units in the names
of the Lessor (and, in the case of public liability insurance,
the Lender and the Owner-Trustee, personally and on behalf of
the Beneficiaries) and the Lessee and in such amounts, with
such insurers and with such coverages and deductibles, if any,
as shall be satisfactory to the Lessor and consistent with
prudent industry practice by lessees and owners of similar
equipment. The Lessee shall deliver to the Lessor on or prior
to the date on which the first Units are accepted pursuant to §
2 hereof and at such other times during the Term as the Lessor
may request a certificate of insurance for each policy of
insurance so maintained.

Without limiting the foregoing, each such insurance
policy shall provide that it will not be invalidated as against
the Lessor (and in the case of public liability policies, the
Lender and the Owner-Trustee, personally and on behalf of the
Beneficiaries) because of any violation of -a condition or
warranty of the policy or application therefor by the Lessee
and that it may be altered or cancelled by the insurer only
upon thirty days' written notice to the Lessor (and, in the
case of public liability policies, the Lender and the Owner-
Trustee, personally and on behalf of the Beneficiaries. All
public liability policies shall name the Lessor, the Owner-
Trustee, the Beneficiaries and the Lender as additional
insureds. All policies covering loss or damage to the Units
shall provide that payment thereunder shall be made to the
Lessor. '

Any insurance proceeds as the result of insurance
carried by the Lessee and any amounts received (unless paid to
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an insurer) in settlement from a railroad under the interchange
rules of the Association of American Railroads (the "AAR") in
respect of any Unit suffering a Casualty Occurrence shall be
deducted from the Casualty Value payable by the Lessee to the
Lessor in respect of such Casualty Occurrence pursuant to § 9
hereof. If the Lessor shall receive any such insurance proceeds
or settlement amounts or any condemnation payments after the
Lessee has paid to the Lessor the Casualty Value with respect
to a Unit pursuant to § 9 hereof without deduction for such
insurance proceeds, settlement amounts or condemnation payments,
the Lessor shall pay such insurance proceeds, settlement
amounts or condemnation payments to the Lessee up to an amount
equal to the Casualty Value paid by the Lessee with respect to
such Unit and the balance, if any, of such insurance proceeds,
settlement amounts or condemnation payments shall remain the
property of the Lessor. Provided that no Event of Default or
event or condition which with the giving of notice or passage
of time or both would constitute an Event of Default shall have
occurred and be continuing, all insurance proceeds received by
the Lessor in respect of any Unit not suffering a Casualty
Occurrence shall be paid to the Lessee upon proof satisfactory
to the Lessor that any damage to such Unit in respect of which
such proceeds were paid has been fully repaired.

§ 11. Reports; Financial Statements. On or before
March 1 in each year, commencing March 1, 1980, the Lessee
will furnish to the Lessor a certificate of an officer of the
Lessee: (i) setting forth as at the preceding December 31 the
amount, description and identifying numbers of all Units then
leased hereunder, the amount, description and identifying
numbers of all Units that have suffered a Casualty Occurrence
during the preceding calendar year or are then undergoing
repairs (other than running repairs) or have been withdrawn
from use pending such repairs and such other information
regarding the condition and state of repair of the Units as the
Lessor may reasonably request, (ii) stating that, in the case
of all Units repainted or repaired during the period covered by
such statement, the identifying numbers and marks required by
§ 7 hereof have been preserved or replaced and (iii) stating
that the Lessee has performed or caused to be performed its
maintenance obligations for each Unit pursuant to §§ 13 and 14
hereof. 1In the event that at any December 31 the Units leased
hereunder shall not have changed, and no Casualty Occurrence
shall have occurred, since the preceding December 31, the
Lessee need not deliver the certificate required by this
paragraph. The Lessee's failure so to deliver such a certifi-
cate shall be deemed an affirmation of such matters as well
those set forth in clauses (ii) and (iii) of this paragraph.
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The Lessor shall have the right, at its expense, by
its employees or agents, to inspect the Units and the Lessee's
records with respect thereto at such reasonable times as the
Lessor may request during the Term.

The Lessee will furnish to the Lessor, the Lender and
each Beneficiary who shall request the same (1) as soon as
available and in any event within 60 days after the end of each
of the first three fiscal quarters in each of the Lessee's
fiscal years a balance sheet as at the end of such fiscal
quarter and the related statements of income retained earnings
and changes in financial position for the portion of the
Lessee's fiscal year then ending (on a consolidated basis if
the Lessee shall then have any subsidiaries) all in reasonable
detail and stating in comparative form the figures for the
comparable period of the preceding fiscal year, certified by a
principal financial officer of the Lessee; (ii) as soon as
available and in any event within 120 days after the end of
each of the Lessee's fiscal years the balance sheet of the
Lessee and the related statements of income, retained earnings
and changes in financial position of the Lessee for such fiscal
year (on a consolidated basis if the Lessee shall then have any
subsidiaries), all in reasonable detail and stating in compar-
ative form the figures for the previous fiscal year, certified
by the Lessee's independent public accountants; (iii) promptly
upon filing with the ICC, copies of the reports of the Lessee
on Form R-1l; and (iv) such other financial information regarding
the Lessee as the Lessor, the Lender or any Beneficiary may
from time to time reasonably request.

§ 12. Disclaimer of Warranties. THE LESSOR MAKES NO
WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO
THE DESIGN OR CONDITION OF, OR AS TO THE QUALITY OF THE MATERIAL,
EQUIPMENT OR WORKMANSHIP IN, ANY UNIT. THE LESSOR MAKES NO
WARRANTY OF MERCHANTABILITY OR FITNESS OF ANY UNIT FOR ANY
PARTICULAR PURPOSE OR AS TO TITLE TO ANY UNIT OR-ANY COMPONENT
THEREOF, OR ANY OTHER REPRESENTATION OR WARRANTY, EXPRESS OR
IMPLIED, WITH RESPECT TO ANY UNIT, EITHER UPON DELIVERY THEREOF
TO THE LESSEE OR OTHERWISE. All risks as to such matters shall
be borne, as between the Lessor and the Lessee, by the Lessee.
During the Term , the Lessor shall have no responsibility or
liability to the Lessee or any other person with respect to:
(i) any liability, loss or damage caused or alleged to be
caused directly or indirectly by any Unit or by any inadequacy
thereof or deficiency or defect therein (whether latent or
patent) or by any other circumstances in connection therewith;
(ii) the use, operation or performance of any Unit or any risks
relating thereto; (iii) any interruption of service, loss of
business or anticipated profits or consequential damages; or
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(iv) the delivery, operation, servicing, maintenance, repair,
improvement or replacement of any Unit.

The Lessor hereby appoints and constitutes the Lessee
its agent and attorney-in-fact during the Term, for so long as
no Event of Default or event or condition which with the giving
of notice or passage of time or both would constitute an Event
of Default shall have occurred and be continuing, to assert and
enforce from time to time, in the name of and for the account
of the Lessor, the Owner-Trustee or the Lessee, as their
interests may appear, at the Lessee's expense, whatever
claims and rights the Lessor may have (whether accruing
directly or through assignment from the Owner-Trustee) against
the Builder with respect to, or arising out of the manufacture
and sale of the Units or any of them.

The Lessee's delivery of a Certificate of Acceptance
pursuant to § 2 hereof shall be conclusive evidence as between
the Lessee and the Lessor that the Units described therein are
in all respects satisfactory to the Lessee. The Lessee will
not assert any claim of any nature whatsoever against the
Lessor based upon any of the matters described in the first
paragraph of this § 12.

§ 13. Regulatory Compliance. The Lessee agrees for
the benefit of the Lessor and the Owner-Trustee to comply, in
all respects, with (i) all laws of the jurisdictions in which
operations involving the Units may extend (including, without
limitation, laws with respect to the use, maintenance and
operation of the Units), (ii) the interchange rules of the AAR
and (iii) all rules of the Department of Transportation, the
ICC and any other legislative, executive, administrative or
judicial body exercising any power or jurisdiction over the
Units, to the extent that such laws and rules affect the title,
operation or use of the Units. 1In the event that such laws or
rules require any alteration, replacement or addition of or to
any part on any Unit, the Lessee will comply therewith at its
own expense; provided, however, that the Lessee may, at its own
expense, in good faith, contest the validity or application of
any such law or rule in any reasonable manner which does not,
in the opinion of the Lessor, adversely affect the interests of
the Lessor, the Owner-Trustee or the Lender in the Units or the
rights of the Lessor under this Lease.

The Lessee agrees, at its own expense, to prepare and
deliver to the Lessor within a reasonable time prior to the
required date of filing (or, to the extent permissible, file on
behalf of the Lessor, and the Lessor hereby appoints the Lessee
its agent and attorney-in-fact to do so) any and all reports,
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other than tax returns, to be filed by the Lessor with any
Federal, state or other regulatory authority by reason of the
Lessor's interest in the Units, or their lease under this Lease
to the Lessee.

§ 14. Maintenance. The Lessee agrees that, at its
expense, it will at all times during the Term maintain and keep
each Unit in good operating order, repair and condition,
reasonable wear and tear excepted; provided, however, that in
any event the Lessee shall maintain the Units in at least as
good condition as required by the interchange rules of the AAR
and as other railroad equipment leased or owned by the Lessee.

Except as otherwise required by § 13 hereof, the
Lessee shall not, without the prior written consent of the
Lessor, permit any alteration, addition or modification to be
made to any Unit or any special device or assembly to be
attached to any Unit, in either case which adversely affects
the Unit's originally intended use or commercial value. Any
and all additions to any Unit and any and all parts installed
on and replacements made to any Unit (except equipment or
devices which have been added to such Unit by the Lessee, the
cost of which is not included in the Purchase Price of such
Unit, which are not required pursuant to § 13 hereof and which
may be readily removed from such Unit without materially
affecting such Unit or the originally intended use or commer-
cial value thereof) shall constitute accessions to such Unit
and title thereto shall immediately vest in the Owner-Trustee.
The Lessee shall, at its own expense, take all actions neces-
sary to insure that title to any such accessions shall vest
free from any lien, charge, security interest or encumbrance,
in the QOwner-Trustee. °

§ 15. Indemnification. The Lessee agrees to indem-
nify, protect and hold harmless the Lessor,; the Owner-Trustee,
the Beneficiaries, the Lender and their respective suc-
cessors, assigns, agents and employees (collectively, "Indem-
nified Persons") from and against all losses, damages, injuries,
causes of action, judgments, liabilities, patent liabilities,
penalties, interest, claims and demands whatsoever, regardless
of the cause thereof, and expenses in connection therewith,
(including, but not limited to, fees and disbursements of
counsel and costs of investigation) in any way relating to or
arising out of or alleged to arise out of this Lease, the Prime
Lease, the Security Document, any Event of Default, the owner-
ship of any Unit, the ordering, acquisition, use, operation,
condition, purchase, delivery, rejection, storage or return of
any Unit or any accident in connection with the operation, use,
condition, possession, storage or return of any Unit (col-
lectively, "Claims"). The indemnities arising under this § 15
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shall continue in full force and effect notwithstanding the
expiration of the Term (except as provided in § 19 hereof), and
are for the benefit of, and shall be enforceable by, any
Indemnified Person.

Without limiting the generality of the preceding
paragraph, the Lessee shall indemnify each Indemnified Person
against Claims originating prior to the later of the return by
the Lessee of the Units or the end of the free storage period
for the Units pursuant to §§ 18 and 20 hereof which relate to:
(i) the manufacture, construction, purchase, acceptance,
rejection, ownership, delivery, non-delivery, lease, sublease,
possession, use, operation, condition, sale, return or other
disposition of any Unit, (ii) any latent or other defects in
any Unit, whether or not discoverable by the Owner-Trustee, the
Lessor or the Lessee, (iii) any claim for patent, trademark or
copyright infringement, (iv) any claim based on strict liability
in tort, (v) any injury to or the death of any person or any
damage to or loss of property on or near the Units or in any
manner growing out of or connected with, or alleged to grow out
of or be connected with, the ownership, use, replacement,
adaptation or maintenance of the Units or of any other
equipment in connection with the Units (whether owned or under
the control of the Owner-Trustee, the Lessor, the Lessee or any
other person) or resulting or alleged to result from the
condition of any thereof, (vi) any violation, or alleged
violation, of any provision of this Lease or of any agreement,
law, rule, regqulation, ordinance or restriction, affecting or
applicable to the Units or the leasing, ownership, use, replace-
ment, adaptation or maintenance thereof, (vii) the execution,
delivery and performance of this Lease, or (viii) the transfer
of title to any Unit by the Lender pursuant to-the Security
Document; provided, however, that this indemnity shall not
extend for the benefit of any Indemnified Person to any Claim
which arises from the gross negligence or willful misconduct of
such Indemnified Person. The Lessee and the Lessor agree to
give each other, promptly upon obtaining knowledge thereof,
written notice of any claim or liability so indemnified against.

The Lessee shall be obligated under this § 15,
irrespective of whether any Indemnified Person shall also be
indemnified with respect to the same matter by any other
person. Any Indemnified Person seeking to enforce the Lessee's
indemnification under this § 15 may proceed directly against
the Lessee without first resorting to any such other rights of
indemnification. The Lessee shall be liable hereunder for all
reasonable costs and expenses (including without limitation rea-
sonable fees and disbursements of counsel) of any such proceeding
against it, if such Indemnified Person is successful therein.

-18-



In case any action, suit or proceeding is brought
against any Indemnified Person in connection with any Claim,
the Lessee may and, upon such Indemnified Person's request,
will, at the Lessee's expense, resist and defend such action,
suit or proceeding, or cause the same to be resisted or
defended by counsel selected by the Lessee and approved by such
Indemnified Person and, in the event of a failure by the Lessee
to do so, the Lessee shall pay all reasonable costs and expenses
(including without limitation reasonable fees and and disburse-
ments of counsel) incurred by such Indemnified Person in
connection with such action, suit or proceeding.

In the event the Lessee is required to make any
payment to an Indemnified Person under this § 15, the Lessee
shall pay such Indemnified Person an amount which, after
deduction of all taxes required to be paid by such Indemnified
Person in respect of the receipt thereof under the laws of the
United States of America or of any political subdivision
thereof (after giving credit for any savings in respect of any
such taxes by reason of deductions, credits or allowances in
respect of the payment of the expense indemnified against),
shall be equal to the amount of such payment. Upon payment in
full by the Lessee of any amounts payable pursuant to this
§ 15, and provided that no Event of Default or event or condi-
tion which with lapse of time or giving of notice or both would
constitute an Event of Default shall have occurred and be
continuing, the Lessee shall be subrogated to any right of such
Indemnified Person (except against another Indemnified Person)
in respect of the matter regarding which payment has been made.
Any payments received by such Indemnified Person from any
person (except the Lessee) as a result of any matter regarding
which such Indemnified Person has been paid by the Lessee
pursuant to this § 15 shall be paid over to the Lessee to the
extent necessary to reimburse the Lessee for indemnification
payments previously made in respect of such matter.

Nothing in this Lease shall constitute a guaranty by
the Lessee of the residual value of any Unit or of the payment
of principal of or interest on any indebtedness of the Owner-
Trustee outstanding under the Security Document.

Any payments required to be made on an after tax basis
by the Lessee to the Beneficiaries pursuant to this § 15 shall
be calculated and made by the Lessee based upon the assumption
that each Beneficiary is an individual and a cash basis tax
payer with an 50% marginal Federal income tax rate.
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§ 16. Liens. The Lessee, at its own expense, will
promptly pay or discharge any and all amounts claimed by any
party which, if unpaid, might become a lien, charge, security
interest or other encumbrance (other than an encumbrance
created by the Lessor or the Owner-Trustee or resulting from
claims against the Lessor or the Owner-Trustee unrelated to the
ownership, use, or possession of the Units) upon or with
respect to any Unit, including any accession thereto, or the
interests of the Lessor, the Owner-Trustee or the Lessee
therein, and will promptly discharge or cause to be discharged
any such lien, charge, security interest or other encumbrance
which arises.

§ 17. Default. For the purpose hereof, each of the
following events shall be an "Event of Default".

(a) Default shall be made in payment of any
amount payable pursuant to §§ 4, 9, or 23 hereof, and such
default shall continue unremedied for ten days.

(b) The Lessee shall make or permit any unau-
thorized assignment, sublease or other transfer of its interest
in this Lease or any of the Units, or default shall be made by
the Lessee in the performance of any covenant set forth in § 10
hereof.

(c) Default shall be made by the Lessee in the
observance or performance of any of its other covenants or
agreements contained herein and such default shall continue
unremedied for 30 days after written notice from the Lessor to
the Lessee specifying such default and demanding that it be
remedied.

(d) A petition for reorganization under Section
77 of the Bankruptcy Act, as from time to time 'in effect, shall
be filed by or against the Lessee and, unless such petition
shall have been dismissed, nullified, stayed or otherwise
rendered ineffective (but then only so long as such stay
or ineffectiveness shall continue in force), all obligations of
the Lessee under this Lease shall not have been duly assumed in
writing, pursuant to a court order or decree, by a trustee
appointed in such proceeding (whether or not subject to
ratification) in such manner that such obligations shall have
the same status as obligations incurred by such trustee by the
earlier of 30 days after such appointment, if any, or 60 days
after such petition has been filed.

(e) Other than as provided in paragraph (d) of
this § 17, the Lessee shall (i) apply for or consent to the
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appointment of a receiver, trustee or liquidator for it or any
of its property, (ii) admit in writing its inability to pay its
debts as they mature, (iii) make a general assignment for the
benefit of creditors, (iv) be adjudicated a bankrupt or in-
solvent, (v) file a voluntary petition in bankruptcy, or a
petition or answer seeking reorganization or an arrangement
with creditors or to take advantage of any bankruptcy, re-
organization, insolvency, readjustment of debt, dissolution or
liquidation law, or an answer admitting the material allega-
tions of a petition filed against it in any proceeding under
any such law; the Lessee shall take action for the purpose of
effecting any of the foregoing; or there shall be commenced
against the Lessee without its application, approval or consent
a proceeding under any bankruptcy, reorganization or insolvency
law or which seeks reorganization of the Lessee or any sub-
stantial part of its assets or the appointment of a receiver,
trustee or liquidator for the Lessee or any substantial part of
its assets, or any substantial part of the assets of the Lessee
shall be sequestered, or any creditor of the Lessee shall
commence to foreclose a lien, charge or other encumbrance
against any Unit, and in any such event, such proceeding,
sequestration or foreclosure action shall continue unstayed and
in effect for a period of 45 days.

(£) The Lessee or any of its subsidiaries
shall default (and such default shall not have been cured or
waived) in the payment of principal of, or interest on, any
obligation for borrowed money or for the deferred purchase
price of any property or in the payment of any obligation under
a material lease (as defined in clause (a)(xi) of § 21 hereof)
or any obligation guaranteed by it or in respect of which it is
contingently liable, for a period equal to the period of grace,
if any, applicable to such default; or the Lessee or any of its
subsidiaries shall default in the performance or observance of
any other term, condition or covenant contained in any obliga-
tion referred to above or in any agreement or.instrument
relating thereto if as a result of such default such obligation
has become, or has been declared to be, due and payable prior
to its stated maturity.

(g) Final judgments for the payment of money
exceeding $100,000 in the aggregate and not fully covered by
insurance shall be rendered against the Lessee by courts of
competent jurisdiction and shall remain undischarged for a
period of 30 days during which execution shall not be effec-
tively stayed.

(h) Any representation or warranty made by the
Lessee in this Lease, or in any financial statement, certificate
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or other document furnished to the Lessor or any Beneficiary in
connection herewith or pursuant hereto shall prove to have been
false or misleading in any material respect on or as of the
date when made.

If an Event of Default shall occur, then at any time thereafter,
during the continuance of any Event of Default, the Lessor, at
its option, may:

(A) proceed by appropriate court action or
actions either at law or in equity to enforce performance by
the Lessee of its obligations under this Lease or to recover
damages for the breach hereof, including, but not limited to,
net after~tax loss of Benefits (as defined in § 22 hereof);
or :

(B) by notice in writing to the Lessee, terminate
this Lease, whereupon all rights of the Lessee to the use of
the Units shall absolutely cease and terminate as though this
Lease had never been made, but the Lessee shall remain liable
as herein provided; and thereupon the Lessor may by its agents
enter upon the premises of the Lessee or other premises where
any of the Units may be and take possession of all or any of
such Units and thenceforth hold, possess and enjoy the same
free from any right of the Lessee, .or its successors, sublessees
or assignees, to use the Units for any purposes whatever; but the
Lessor shall, nevertheless, have the right to recover from the
Lessee any Rent or other amounts which under the terms of this
Lease may be then due or which may have accrued to the date of
such termination (computing the Rent for any number of days
less than a full quarter by multiplying the Rent for such
quarter by a fraction of which the numerator is such number of
days and the denominator is the total number of days in such
quarter) and also to recover forthwith from the Lessee as
damages for loss of the bargain and not as a penalty:

(i) a sum, with respect to each 6nit, which
represents either: '

(I) the excess, if any, of (X) the present
value, at the time of such termination, of the
entire unpaid balance of all Rent for such Unit
which would otherwise have accrued hereunder
from the date of such termination to the end of
the Term over (Y) the present value, at the time
of such termination, of the Rent which the
Lessor reasonably estimates to be obtainable for
such Unit during such period, such present value
to be computed in each case on the basis of a 8%
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per annum discount, compounded quarterly

from the respective dates upon which Rent would
have been payable hereunder had this Lease not
been terminated;

or, in the Lessor's sole discretion,

(II) the excess, if any, of (X) the
Casualty Value of such Unit as of the date of
termination over (YY) the net proceeds of the
sale of such Unit, if it has been sold, or the
amount the Lessor reasonably estimates to be its
net sales value, if it has not been sold;
plus in any event .

(ii) any damages and reasonable expenses (including
without limitation reasonable fees and disbursements
of counsel) which the Lessor shall have sustained by
reason of the breach of any covenant, agreement,
representation or warranty contained in this Lease
other than for the payment of Rent; plus in any
event

(iii) amounts, if any, payable in respect of lost
Benefits pursuant to § 22 hereof.

If Lessee does not agree with Lessor's estimate pursuant to

subclause (B)(i)(I)(Y) of this § 17, such estimate shall be

determined in the manner specified in § 23 hereof for deter-
mining Fair Market Rent.

The remedies provided in this Lease shall not be
deemed exclusive, but shall be cumulative and may be exercised
concurrently or consecutively, and shall be in addition to all
other remedies in the Lessor's favor existing at law or in
equity. The Lessee hereby waives any requirements of law, now
or hereafter in effect, which might limit or modify the remedies
herein provided to the Lessor, to the extent that such waiver
is not, at the time of its effect, prohibited by applicable
law.

The failure of the Lessor to exercise the rights
granted to it hereunder upon the occurrence of an Event of
Default shall not constitute a waiver of any such rights upon

the continuation or recurrence of that or any other Event of
Default.

§ 18. Return of Units Upon Default. If this Lease
shall be terminated pursuant to § 17 hereof, the Lessee shall
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forthwith deliver possession of the Units to the Lessor. Each
Unit so delivered shall be in the condition in which it is
required to be maintained pursuant to §§ 13 and 14 hereof.

The Lessee shall deliver to the Lessor at the time at which
each Unit is so delivered a certificate executed by an officer
of the Lessee to the effect that such Unit complies with all
requirements of §§ 13 and 14 hereof. The Lessee shall also
deliver to the Lessor, if so requested by the Lessor, all
maintenance records relating to all Units required to be
redelivered pursuant to this § 18. If so requested by the
Lessor, the Lessee shall, at its own expense, remark and
repaint each Unit in the manner designated by the Lessor

and remove any additions or accessions thereto designated

by the Lessor. For the purpose of delivering possession of the
Units to the Lessor, the Lessee shall:

(a) forthwith and in the usual manner (includ-
ing, but not limited to, giving prompt telegraphic
and written notice to the AAR and to any railroads
to which any Unit has been interchanged or which may
have possession of any Unit to return such Unit or
Units) assemble the Units and place them upon such
storage tracks as the Lessor reasonably may designate;

(b) cause the Units or any of them to be stored
until such Units have been sold, leased or otherwise
disposed of by the Lessor; and

(c) transport the Units or any of them to such
place within 500 miles of any tracks of the Lessee as
the Lessor reasonably may designate.

The assembly, delivery, storage, and transportation
of the Units shall be at the expense and risk of the Lessee and
are of the essence of this Lease. Upon application to any
court of equity having jurisdiction, the Lessor shall be
entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee set forth in this
§ 18. During any storage period, the Lessee will, at its own
expense, perform all its obligations with respect to the Units
pursuant to §§ 13, 14 and 16 hereof and will permit the Lessor
or any person designated by it, including any authorized
representative of any prospective purchaser or lessee of any
Unit, to inspect the Units. The Lessee shall pay to the Lessor
for each day after the termination of the Lease during which
any Unit is not assembled, delivered and stored as provided in
this § 18, an amount equal to the greater of (i) all amounts
earned in respect of such Unit by the Lessee for such day or
(ii) .03267% of the Purchase Price of such Unit. Without
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limiting the obligations of the Lessee pursuant to this § 18,
the Lessee hereby irrevocably appoints the Lessor as its agent
and attorney-in-fact, with full power and authority, at any
time while the Lessee is obligated to deliver possession

of any Unit to the Lessor, to demand and take possession of
such Unit in the name and on behalf of the Lessee from whom-
soever shall then be in possession of such Unit.

§ 19. Assignment; Possession; Use. This Lease shall
be assignable in whole or in part by the Lessor without the
consent of the Lessee, including, but not limited to, the
assignment contemplated by § 29 hereof. Any such assignment
may be absolute or for security purposes only. All rights of
the Lessor hereunder (including, but not limited to, the rights
under §§ 4, 8, 9, 15 and 17 hereof) shall inure to the benefit
of such assignee; provided, however, that the Lessee shall in
all events continue to make all payments of Rent to the
original Lessor, as provided in § 4 hereof, until notified in
writing to.the contrary by the original Lessor.

The Lessee acknowledges that the Lessor intends
to assign this Lease to the Owner-Trustee, as security for
performance of the Lessor's obligations under the Prime Lease
and that the Owner-Trustee intends to assign this Lease
to the Lender, as security for performance of the Owner-Trustee's
obligations under the Security Document., Neither of such
assignments shall relieve the Lessor of any of its obligations
hereunder or assign any of such obligations to the Owner-Trustee
or the Lender. All such obligations shall remain enforceable
by the Lessee only against the Lessor, subject to the provisions
of § 29 hereof.

Provided that no Event of Default or event or condi-
tion which with the giving of notice or passage of time or both
would constitute an Event of Default shall have occurred
and be continuing, and that no event of default br default
shall have occurred and be continuing under the Prime Lease or
the Security Document, the Lessee shall be entitled to the
possession and use of the Units in accordance with the terms of
this Lease, as against the Lessor and persons claiming through
the Lessor, but, without the prior written consent of the
Lessor, the Lessee shall not, except as provided in the im-
mediately succeeding paragraph, assign, sublease or otherwise
transfer (including transfers by operation of law) its lease-
hold interest under this Lease or in any Units; provided,
however, that the Lessee shall, in order to provide continuity
of service to shippers located on the Ann Arbor Railroad
System, have the right to transfer its leasehold interest under
this Lease to the Michigan State Highway Commission or any
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designee thereof which is either a Class I railroad or a
corporation which has entered into an operating agreement with
such Commission which is substantially similar to the Operating
Agreement (as defined in § 21(a)(xv) hereof), if such assignee
expressly assumes all of the obligations of the Lessee hereunder
in a written instrument satisfactory in form and substance to
counsel for the Lessor. Upon the execution of such a written
instrument, the Lessee shall be relieved of all further obliga-
tions hereunder with respect to events occurring after the date
of such instrument.

Provided that no Event of Default or event or condi-
tion which with the giving of notice or passage of time or both
would constitute an Event of Default shall have occurred and be
continuing: (i) the Lessee or any railroad corporation
wholly owned by the Lessee or by which the Lessee is wholly
owned (an "Affiliate") shall be entitled to use the Units upon
lines of railroad owned or operated by it or upon lines of
railroad over which the Lessee or any such Affiliate has
trackage or other operating rights or over which railroad
equipment of the Lessee or any such Affiliate is regularly
operated pursuant to contract, and also to permit the use of
the Units upon connecting and other carriers in the usual
interchange of traffic or pursuant to run-through agreements,
but such use shall be only upon and subject to all the terms
and conditions of this Lease, the Prime Lease and the Security
Document; provided, however, that the Lessee shall not (without
the prior written consent of the Lessor) assign or permit the
assignment of any Unit to service involving the regular operation
and reqular maintenance thereof outside the United States of
America; and (ii) the Lessee may receive and retain compensation
from other railroads so using any of the Units.

§ 20. Expiration of Term. As soon as practicable
after the expiration of the Term, the Lessee will; at its own
expense, deliver possession of the Units to the Lessor upon
such storage tracks as the Lessor may designate within 250
miles of any tracks of the Lessee or any Affiliate or in the
absence of such designation, as the Lessee may select, and
permit the Lessor to store the Units on such tracks for a
period not exceeding ninety days and to transport the same,
at any time within such ninety-day period, to any reasonable
place on such tracks selected by the Lessor. The Lessee shall
deliver to the Lessor at the time at which each Unit is so
delivered a certificate executed by an officer of the Lessee to
the effect that such Unit complies with all requirements of §S§
13 and 14 hereof. The Lessee shall also deliver to the Lessor,
if so requested by the Lessor, all maintenance records relating
to all Units required to be redelivered pursuant to this § 20.
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If so requested by the Lessor, the Lessee shall, at its own
expense, remark and repaint each Unit in the manner designated
by the Lessor and remove any additions or accessions thereto
designated by the Lessor.

The assembly, delivery, storage, and transportation
of the Units shall be at the expense and risk of the Lessee.
During any such storage period the Lessee will permit the
Lessor or any person designated by it, including any authorized
representative of a prospective lessee or purchaser of any
Unit, to inspect the same. Each Unit returned to the Lessor
pursuant to this § 20 shall be in the condition in which it is
required to be maintained pursuant to §§ 13 and 14 hereof. The
assembly, delivery, storage, and transportation of the Units
are of the essence of this Lease. Upon application to any
court of equity, having jurisdiction, the Lessor shall be
entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee set forth in this
§ 20. The Lessee shall pay to the Lessor for each day after
the termination of this Lease during which any Unit is not
assembled, delivered and stored as provided in this § 20 an
amount equal to the greater of (i) all amounts earned by the
Lessee in respect of such Unit for such day or (ii) .03267% of
the Purchase Price of such Unit.

§ 21. Representations and Warranties. (a) The
Lessee represents and warrants to the Lessor that as of the
date hereof:

(i) The Lessee is a corporation duly organ-
ized, validly existing and in good standing under the
.laws of its jurisdiction of incorporation, has all
requisite corporate power and authority to own its
properties and to carry on its business, as presently con-
ducted, and is duly qualified to do business and in
good standing in each jurisdiction in which the failure
to so qualify would have a material adverse effect upon
the financial condition of the Lessee or its ability to
perform its obligations under this Lease.

(ii) The Lessee has all requisite corporate
power to execute and deliver this Lease and to perform its
obligations hereunder.

(iii) Except as the Lessee has previously disclosed
in writing to the Lessor, the Lessee is not a party to any
agreement or instrument or subject to any charter or other
corporate restriction which would have a material adverse
effect upon its financial condition or its ability to
perform its obligations under this Lease.
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(iv) The Lessee has heretofore delivered to the
Lessor its unaudited balance sheet as at the end of its
most recent fiscal year, and its unaudited statements
of income, retained earnings and changes in financial
position for the fiscal year then ended, which financial
statements are correct and complete and fairly present the
financial condition of the Lessee as at the date and for
the period reflected therein and were prepared in accordance
with generally accepted accounting principles consistently
applied (subject to any exceptions stated therein or in
the notes thereto).

(v) Since the date of the balance sheet referred
to in clause (iv) above, there has been no material
adverse change in the condition, financial or other, of
the Lessee.

(vi) Except as the Lessee has previously disclosed
in writing to the Lessor, the execution, delivery and
performance by the Lessee of this Lease will not conflict
with, or result in a breach of, any provision of law, any
regulation, order, injunction or decree of any court or
governmental instrumentality, the charter (as amended),
any preferred stock provision or the by-laws (as amended)
of the Lessee or of any note, material lease, conditional
sale agreement, equipment trust agreement, mortgage,
indenture, or other agreement or instrument to which the
Lessee is a party or by which it or any of its property
may be bound, or constitute a default, or result in the
creation of any lien, charge, security interest or other
encumbrance upon any of the properties of the Lessee,
under any such provision.

(vii) No authorization or approval is required
from any governmental agency or commission or any public
or quasi-public body or authority with respect to the
execution, delivery or performance by the Léssee of this
Lease or for the enforceabilty hereof against the Lessee,
except the approval of the Michigan State Highway
Commission which must be obtained before the Units are
delivered hereunder.

(viii) This Lease has been duly authorized,
executed and delivered by the Lessee and, assuming due
authorization, execution and delivery hereof by the
Lessor, is a legal, valid and binding agreement, en-
forceable against the Lessee in accordance with its
terms.
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(ix) Except as previously disclosed in writing
to the Lessor, there is no (1) action at law or in equity
pending, or to the knowledge of the Lessee, threatened by
or against (whether or not purportedly on behalf of the
Lessee) or affecting the Lessee or any of its subsidiaries
or properties or (2) proceeding by or before any govern-
mental commission, bureau or other administrative agency
pending, or to the knowledge of the Lessee threatened,
against the Lessee, which, in either case, if adversely
determined would have a material adverse effect upon the
Lessee's financial condition or its ability to perform its
obligations hereunder.

(x) The Lessee is not in default in any
material regard with respect to any judgment, order, writ,
injunction or decree of any court or Federal, state,
municipal or other governmental department, commission,
board, bureau, agency or instrumentality which could have
a material adverse effect upon the Lessee's financial
condition or its ability to perform its obligations
hereunder.

(xi) The Lessee is not in default under any
evidence of indebtedness, note, mortgage, indenture,
material lease, conditional sale agreement, equipment
trust agreement or other material agreement or instrument
and no obligee under any thereof has given the Lessee
notice of any asserted default thereunder. For the
purpose hereof, "material lease" shall mean any lease of
real or personal property (other than this Lease, leases
of office equipment for the use of the Lessee and leases
of automobiles for the use of employees) éntered into by
the Lessee, as lessee, which has an unexpired term of more
than one year, whether or not reflected in the balance
sheet of the Lessee, and which provides for-the payment of
rental by the Lessee in any fiscal year in an aggregate
amount exceeding $50,000.

(xii) The Lessee has filed all Federal, state and
local tax returns which, to its knowledge, are required to
be filed and has paid, or made provision for the payment
of, all taxes which may be or become due pursuant to such
returns or pursuant to any assessment received by the
Lessee, other than taxes which are being contested in good
faith and for which Lessee has provided an adequate
reserve.

(xiii) Neither this Lease nor any financial
statement or certificate heretofore delivered to the
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Range System described in Section 167(m) of the Code
and the Treasury Regulations promulgated thereunder
as in effect on the date hereof, (ii) employing
initially the 200% declining-balance method of depre-
ciation with a change, without the consent of the
Service, to the straight line method of depreciation
when most beneficial to the Beneficiaries, (iii)
including in the basis of the Units the entire
Purchase Price thereof and all other items properly
includable under Section 1012 of the Code, (iv)
calculated on the basis of the "half year"” or "modi-
fied half-year"™ convention, as appropriate pursuant
to Treasury Regulation 1.167 (a)-(l1l), and (v) taking
into account a salvage value, after the reduction
allowed by Section 167(f) of the Code, of zero; and

(Y) deductions for all interest payable by
the Owner-Trustee with respect to the indebtedness
outstanding under the Security Document (the "Interest
Deduction™); '

(b) all amounts includable in gross income by
the Beneficiaries which derive from this Lease through the
Prime Lease will be treated as income or loss from sources
within the United States of America; and

(c) the Beneficiaries, as the beneficial owners
of the Units, will for all state and local income tax
purposes be entitled to the benefit of current deductions
for depreciation with respect to the Units under the most
accelerated method of depreciation allowable by applicable
state or local law on the date hereof (together with the
ADR Deduction, the "Depreciation Deduction").

For the purpose hereof, each of the benefits enumerated in
paragraphs (a) through (c) of this § 22 is called a "Benefit".

The Lessee agrees that neither it nor any corporation
controlled by it, in control of it, or under common control
with it, directly or indirectly, will at any time take any
action or file any return or other document inconsistent with
the foregoing or which would increase the amount of Rent
required to be taken into income by the Beneficiaries, and that
each of such corporations will file such returns, take such
action and execute such documents as may be reasonable and
necessary to facilitate the realization by the Beneficiaries of
the Benefits. The Lessee agrees to keep and make available for
inspection and copying by the Lessor and the Beneficiaries such
records as will enable the Beneficiaries to determine whether
they are entitled to each of the Benefits. The obligations of
the Lessee pursuant to this § 22 are expressly made for the bene-
fit of, and shall be enforceable by, each of the Beneficiaries.
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transfer or disposition is made at a time when no Event of
Default or event or condition which with the giving of
notice or passage of time or both would constitute an
Event of Default shall have occurred and be continuing;

(III) the failure of any Beneficiary to claim any
Benefit in its Federal income tax return for the appropriate
year, unless such failure occurs after the Beneficiaries
shall have requested in writing that the Lessee furnish to
the Beneficiaries a written opinion of independent tax
counsel (reasonably satisfactory to the Beneficiaries)
to the effect that the Beneficiaries have a bona fide
claim to such Benefit and the Lessee shall have failed to
furnish such opinion of counsel to the Beneficiaries
within 30 days after such request;

(IV) the failure of any Beneficiary to follow
the proper procedure in claiming any Benefit (but for this
purpose any procedure approved in writing by the Lessee
within 30 days after written notice from such Beneficiary
shall be deemed a proper procedure); or

(V) the failure of the Beneficiary to have
sufficient income to benefit from the Depreciation Deduc-
tion or the Interest Deduction.

The Beneficiaries, by accepting the benefits of this
§ 22, agree that if, in the opinion of independent tax counsel
selected by the Beneficiaries and approved by the Lessee
("Counsel"), a bona fide claim to all or a portion of any
Benefit exists in respect of which the Lessee would otherwise
be required to pay to the Lessor pursuant to the immediately
preceding paragraph increased Rent and additional Rent in
respect of any interest and/or penalty, the Lessor shall, upon
request and at the expense of the Lessee, take all such legal
or other appropriate action deemed reasonable by Counsel in
order to sustain such claim; provided, however, that the
Beneficiaries shall not be obligated to take any such action
unless the Lessee shall first have indemnified the Beneficiaries
for all liabilities and expenses which may be entailed therein
and shall have furnished the Beneficiaries with such reasonable
security therefor as may be requested. The Beneficiaries may,
at their option, take such action prior to making payment of
any tax and interest and/or penalty attributable to the loss,
disallowance or recapture of all or any portion of any Benefit
(a "Tax Payment") or may make such Tax Payment and then sue for
a refund.

If the Beneficiaries take such action prior to making
a Tax Payment, such increased Rent and additional Rent need not
be paid by the Lessee while such action is pending. In such
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case, if the final determination shall be adverse to the
Beneficiaries, the increased Rent shall be computed as of the
date of such final determination and the Lessee shall commence
payment thereof on the Rent payment date next succeeding such
final determination and, on or before such Rent payment date,
the Lessee shall pay to the Lessor, as additional Rent, an
amount equal to all interest and penalties paid by the Bene-
ficiaries in respect of such final determination, together with
interest thereon at the rate specified in § 24 hereof from

the date such payment is made by the Beneficiaries to the date
the Lessee reimburses the Lessor therefor.

If the Beneficiaries make such Tax Payment and then
sue for a refund, such increased Rent shall commence to be
payable by the Lessee on the first Rent payment date after such
Tax Payment is made and, on or before such Rent payment date,
the Lessee shall pay to the Lessor, as additional Rent, an
amount equal to all interest and penalties paid by the Bene-
ficiaries included in such Tax Payment. In such event, if the
final determination shall be in favor of the Beneficiaries, the
Rent payable by the Lessee to the Lessor shall be reduced to
the Rent that would have been payable if such increase had not
been made (or such reduction shall be made proportionately if
the final determination is partly favorable and partly adverse
to the Beneficiaries) and such reduced Rent shall commence to
be payable by the Lessee on the Rent payment date next suc-
ceeding such final determination. 1In addition in such event,
the Lessor shall pay to the Lessee (M) an amount equal to the
increased Rent theretofore paid by the Lessee to the Lessor (or
a proportionate part thereof if the final determination is
partly favorable and partly adverse to the Beneficiaries) on or
before such next succeeding Rent payment date and (N) the
amount of any penalties or interest refunded to the Beneficiaries
as a result of such final determination and any interest paid
to the Beneficiaries by the Service with respect, to such
refund, promptly upon receipt thereof. S

In the event that any payment is required to be
made pursuant to this § 22 and such payment is required to be made
at a time at which this Lease shall have been terminated, the
party required to make such payment shall pay all amounts so
payable and not theretofore paid by it within 30 days of the
date on which the obligation to make such payment arose.

In the event that the Rent payable pursuant to § 4
hereof shall -be adjusted as provided in this § 22, the Casualty
vValues set forth in Schedule B hereto and incorporated in § 9
hereof shall be adjusted accordingly.
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Any payment required to be made by the Lessee under
this § 22 shall be calculated and made based upon the assumption
that each Beneficiary is an individual and a cash basis taxpayer
with a 50% marginal Federal income tax rate.

The obligations of the Lessee pursuant to this § 22
are in addition to all other payment obligations of the Lessee
pursuant to this Lease, including without limitation those set
forth in §§ 8, 15 and 17 hereof.

The obligation to pay any amounts which may become
payable pursuant to this § 22 shall survive the expiration of
the Term or other termination of this Lease.

§ 23. Renewal Option; Right of First Refusal.
Provided that this Lease has not been earlier terminated and
that no Event of Default or event or condition which with the
giving of notice or passage of time or both would constitute an
Event of Default shall have occurred and be continuing, the
Lessee may, by written notice delivered to the Lessor not less
than six months prior to the end of the original term or
(subject to the last sentence of this paragraph) any renewal
term of this Lease, renew this Lease with respect to all but
not less than all of the Units then subject to this Lease.
Such renewal shall be upon the terms and conditions set forth
herein, except that the Basic Rent payable pursuant to § 4
hereof shall be the Fair Market Rent (as hereinafter defined)
for such Units. This Lease may be so renewed for up to five
successive two year periods, commencing immediately upon the
expiration of the original term hereof.

For the purpose hereof, the "Fair Market Rent" of
any Unit shall be determined by a qualified independent appraiser
selected by mutual agreement between the Lessor and the Lessee,
or failing such agreement, by a panel of three independent
appraisers, one of whom shall be selected by the Lessor, one of
whom shall be selected by the Lessee, and the last of whom
shall be designated by the two appraisers so selected. If
either the Lessor or the Lessee refuses or fails to appoint an
appraiser or a third appraiser cannot be agreed upon by the
other two appraisers within 45 days after the Lessee has timely
notified the Lessor of its election to renew this Lease, such
appraiser or appraisers shall be selected in accordance with
the rules for commercial arbitration of the American Arbitra-
tion Association. The appraiser or appraisers selected shall
be instructed to make the determination of Fair Market Rent for
the Units then subject to this Lease within 45 days following
the appointment of the last appraiser to be appointed and to
promptly communicate such determination to the Lessor and the
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Lessee in writing. Any such determination of Fair Market Rent
for the Units shall be binding upon the Lessor and the Lessee.
The fees and expenses of any such appraisers and the expenses
of any such appraisal proceeding shall- be borne one-half by the
Lessor and one-half by the Lessee, unless such appraisal
proceeding is held pursuant to § 17 hereof, in which event all
such fees and expenses shall all be borne by the Lessee.

: Subject to the provisions of the first paragraph of
this § 23, if the Lessor shall propose (at any time during the
Term or within three months thereafter) to sell or to contract
‘to sell” the Units to any person unaffiliated with-the Lessor on
or after the expiration of the Term and shall have received a
bona fide offer from such a person to purchase any:.or all of
the Onits, it shall so notify the Lessee in . writing, specifying
the price and material terms and conditions pursuant to which
it proposes to sell such Units. Provided that no Event of
Default or event or condition-which with the giving of notice.
or passage of time or both would constitute an Event of Default:
shall have occurred and be continuing, the Lessee shall have
the option, exercisable within 30 business days after the.
receipt of such notice from the Lessor, to purchase all but not
less than all of the Units proposed to be sold by the Lessor at
the price, and upon the material terms.and conditions, at which
the Lessor proposes to sell such--Units. In the event that the
Lessee so purchases any Unit, upon payment by the Lessee of the
purchase price therefor, the Lessor shall execute and deliver
to the Lessee or the Lessee's assignee or nominee a bill of -
sale for such Unit on an "as is, where is" basis without any
representation or warranty by, or recourse to, the Lessor. The
Lessee shall pay or cause to be paid all sales and use taxes
payable in connection with such sale to it of any Unit.%X

§ 24. Interest. If the Lessee shall fail to pay
when due any installment of Rent or other amount due hereunder,
the Lessee shall promptly pay to the Lessor, upon démand,
interest on such overdue amount for the period for which
payment is overdue at a rate equal to the lesser (i) of 1% per
annum in excess of the rate payable by the Owner-Trustee with
respect to its indebtedness outstanding under the Security
Document or (ii) the maximum rate then permitted by applicable
law. The Lessor shall identify in writing to the Lessor not
later than 90 days after the date hereof the rate specified in
clause (i) of this § 24. _

‘ § 25. Notices. Any notice required or permitted to
be given to either party hereto shall be deemed to have been
given two business days after mailing, first class, postage.
prepaid, addressed as follows:
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(a)  1f to the Lessor, at

Three Embarcaderc Center,
17th Floor
San Francisco, CA 94111;

(b) 1if to the Lessee, at

P. O. Box 619
Owosso, Michigan 48867;

or addresssed to either party at such other address as such
party shall hereafter furnish to the other party in writing.

§ 26. Entire Agreement; Modification. This Lease,
including the Schedules, Exhibits and Appendices hereto,
exclusively and completely states the rights of the Lessor and
the Lessee with respect to the Units and supersedes all other
agreements, commitments and expressions of intent, oral or
written, with respect thereto. No variation or modification of
this Lease and no waiver of any of the provisions or._conditions
hereof shall be valid unless in writing and signed by duly
authorized officers of both the Lessor and the Lessee.

§ 27. Execution; Recordation. This Lease may be
executed in several counterparts, all of which shall constitute
one and the same instrument, but the counterpart delivered to
the Lessor and stamped "Original” shall be the original hereof
and the only counterpart which constitutes chattel paper
and all other counterparts shall be duplicates. This Lease is
dated for convenience as of the date first above written, but
the actual date or dates of execution hereof are the dates
stated in the acknowledgments hereto.

The Lessee will from time to time do and perform any
action and will execute, acknowledge, deliver, file, register,
record (and will refile, reregister and redeposit and re-record
whenever required) any and all further instruments, required by
law or reasonably requested by the Lessor for the purpose of
properly protecting the interests of the Lessor, the Owner-
Trustee or the Lender in the Units or for the purpose of
carrying out the intention of this Lease. The Lessee will
promptly furnish to the Lessor evidence of all such filings,
registrations, or recordations and an opinion or opinions of
counsel for the Lessee with respect thereto satisfactory
to the Lessor.

§ 28. Governing Law. This Lease shall be governed
by the laws of the jurisdiction of the Lessee's principal place
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of business; provided, however, that the parties shall be
entitled to all rights conferred by Section 20c of the Act.

§ 29. No Recourse. The Lessee acknowledges that the
original Lessor intends to assign this Lease to a corporation
which will be formed to act as the Lessor in the transaction
contemplated hereby and similar transactions (the "Replacement
Lessor") and that in connection with such assignment, the
original Lessor is to enter into a management and remarketing
agreement with the Replacement Lessor and the Owner-Trustee.
Upon such assignment, the original Lessor shall be relieved of
all of its obligations hereunder and the Replacement Lessor
shall be deemed to be the "Lessor™ for all purposes hereof,
except as otherwise expressly provided in the proviso to the
first paragraph of § 19 hereof.

Except as otherwise provided in § 30 hereof, the
representations, undertakings and agreements made herein on the
part of the Lessor shall, upon the assignment by the original
Lessor to the Replacement Lessor, as contemplated by the
immediately preceding paragraph of this § 29, be personal
representations, undertakings and agreements made only by the
Replacement Lessor and not the original Lessor.

§ 30. Certain Expenses. Without otherwise limiting
the generality of §§ 5, 7 and 15 hereof, the Lessor hereby
agrees, as between the Lessee and the Lessor, to bear all
expenses connected with the preparation of this Lease, the
Prime Lease, the Security Document and any other documents
related thereto, including all printing, word processing and
- duplication charges, fees and disbursements of counsel for all
parties (other than the Lessee) to the transactions contemplated
hereby, investment banking fees and equity placement fees. 1In
the event that the original Lessor assigns this Lease to the
Replacement Lessor, as contemplated by § 29 hereof, the original
Lessor shall remain liable to the Lessee for, but only for the
obligations it has expressly assumed pursuant to this § 30.

§ 31. Investment Credit. The Lessor agrees to
cooperate with the Lessee in electing for purposes of Section
48(d) of the Code to treat the Lessee as having acquired the
Units. The Lessor will cause the Owner-Trustee to file the
necessary election so to treat the Lessee. The Lessor repre-
sents that neither it nor the Owner-Trustee nor the Benefi-
ciaries has or will claim the Investment Credit in respect of
the Units on their respective tax returns.

§ 32. Performance by Lessor. If the Lessee fails to
perform or comply with any of its covenants or agreements con-
tained in this Lease, the Lessor may, upon notice to the Lessee,
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perform or comply with such covenant or agreement, and the costs
and expenses incurred by the Lessor in connection with such
performance or compliance, together with interest at the rate
provided in § 24 hereof, shall be payable by the Lessee to the
Lessor upon demand.

§ 33. Nondiscrimination; No Conflict of Interest;
Records. The Lessee hereby agrees to comply with the State of
Michigan and Federal nondiscrimination provisions set forth in
Appendices A, A-1l, B and C hereto.

No director, officer or employee of the Lessee during
his tenure as such or during the year immediately thereafter
shall have any interest, direct or indirect, in this Lease or
any of the transactions contemplated hereby.

The Lessee shall retain all records related to this
Lease on file for not less than four years following the later
of expiration of the Operating Agreement or the Term.

IN WITNESS WHEREOF, the parties hereto have caused
this Lease to be executed by their duly authorized officers as
of the date first above written.

BRAE CORPORATIO

By

MICHIGAN INTERSTATE RAIiWAY COMPANY

v Lt Iy Jri /J/

APPROVED
Director, Michigan Department of
Transportation

Date / g '90'2 "78

-39~



STATE OF CALIFORNIA )
) ss:
CITY AND COUNTY OF SAN FRANCISCO )

On this 5th day of December, 1978, before me person-
ally appeared William J. Texido, to me personally known,
who, being by me duly sworn, says that he is a President
of BRAE CORPORATION, that the foregoing instrument was signed
on behalf of such corporation by authority of its Board of
Directors, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of such corpora-
tion.

ASTRRENNRRERARI AR RN ANRTSHRRORNRTRIVONTILATIRTAN 3
; QFFICIAL SEAL s A
JANE B, CULMER ) o Ly
[] . F ~ Lo o
SHoY TV NG COUNTY GF SaR | RANCISCO fee 2 d s ]
i34 My Gammiasion Expires Decomber 26, 1980 - T
L O NG O L L TR J NOtarY Pub l ic
[Notarial Seal]
. . . ,/T ” N
My Commission expires: A~Cdcsmfbin =7 7 <



STATE OF MICHIGAN
' sSs:

Nt Nt S

COUNTY OF QL(/M el

On this §H£ day of December, 1978, before me per-
sonally appeared Vincent M. Mallanaphy, to me personally known,
who, being by me duly sworn, says that he is Chairman of
MICHIGAN INTERSTATE RAILWAY COMPANY, that the foregoing instru-
ment was signed on behalf of such corporation by authority of
its Board of Directors, and he acknowledged that the execution
of the foregoing instrument was the free act and deed of such

corporation.
L?{Lc.uﬁvc( 73(“, "\/ w—"\
\ Notary valic

!
‘\

SO

[Notarial Seall]

. . . don “")
My Commission expires: ~\Lw«4A~\'ﬁ-//L~



Builder
Greenville

Steel Car
Company

PURCHASE AGREEMENT

SCHEDULE A

For purposes of the Lease, the "Purchase'Agreement“ shall mean the Lessee's Purchase Order No 1049
dated September 1978 and the Builder's letter to the Lessee dated August 3, 1978.

oy

UNITS
Mechanical Place of Unit Base ’
Type Designation Quantity Delivery Price K
High XL 20 Greenville, $66,050
Pennsylvania
Cube
Box Cars

Base
Price

;rngbtal

$1,321,000

Identifying
Numbers of Lessee
(Both Inclusive)

AA 10000 -
AA 10019



SCHEDULE B

CASUALTY VALUES

Rent Casualty Value
Payment Date as a Percentage
Number of Purchase Price
* 112.500
1 112.105
2 111.701
3 111.287
4 110.865
5 110.433
6 109.991
7 109.538
8 109.075
9 108.601
10 . 108.117
11 107.621
12 107.113
13 106.593
14 ' 106.061
15 105.517
16 104.959
17 104.387
18 103.802
19 103.202
20 102.589
21 101.961
22 101.316
23 100.657
24 99.980
25 99.289
26 98.579
27 97.842
28 97.106
29 96.342
30 95.560
31 94,757
32 ' 93.934

From acceptance of a Unit through but not including the date
on which Interim Rent is payable.



SCHEDULE B

CASUALTY VALUES

Rent Casualty Value
Payment Date as a Percentage
Number of Purchase Price
33 ) 93.090
34 92.226
35 91.340
36 90.431
37 89.499
38 88.543
39 87.563
40 86.559
41 85.529
42 84.471
43 . 83.387
44 82.275
45 ) 81.135
46 ' 79.965
47 78.765
48 77.533
49 76.270
50 74.975
51 73.645
52 72.281
53 70.880.
54 69.444
55 67.971
56 66.458
57 64.906
58 63.313
59 61.678
60 60.000
Thereafter 60.000

The Casualty Values set forth above do not take into account
any loss of the Benefits (as defined in § 22 of the Lease).



(h) such Units have been marked permanently and
conspicuously in letters not less than one inch in height with
the words: "Owned by a Financial Institution, Subject to a
Security Agreement Filed under Section 20c of the Interstate

Commerce Act".

Dated: December jE, 1978 MICHIGAN INTERSTATE RAILWAY

e )mz%d

Representatiye\ _



EXHIBIT II

ASSIGNMENT OF LEASE dated as of December 1,
1978 (the "Assignment"), between BRAE CORPORATION,
a Delaware corporation (the "Lessor") and The
Connecticut Bank and Trust Company, acting as
owner-trustee under a trust agreement dated as
of with the beneficial owners
listed therein (the "Owner-Trustee").

RECITALS

— e e ey  wun D s

A. The Lessor has entered into a Lease of Railroad
Equipment dated as of the date hereof (the "Lease") between
the Lessor, as lessor, and Michigan Interstate Railway Company
(the "Lessee"), as lessee, with respect to the units of railroad
equipment described in Schedule A thereto (the "Units").

B. The Lessor and the Owner-Trustee are entering
into a Lease of Railroad Equipment dated as of a recent date
(the "Prime Lease") between the Owner-Trustee, as lessor, and
the Lessor, as lessee, with respect to the Units.

cC. The Owner-Trustee is to enter into an agreement
dated as of a recent date (the "Security Document") with
the lender or lenders listed therein (the "Lender"), pursuant
to which the Owner-Trustee is to borrow from the Lender part of
the purchase price of the Units.

D. In order to provide security for its performance
under the Prime Lease, and as an inducement for the Lender to
enter into the Security Document, the Lessor has agreed to
assign for security purposes its rights under the Lease to the
Owner-Trustee. In order to provide security for the Owner-Trustee's
obligations under the Security Document the Owner-Trustee in
turn intends to assign such rights and its rights under the
Prime Lease to the Lender.

Accordingly, the parties agree "as follows:

§ 1. Subject to the provisions of § 11 hereof, the
Lessor hereby assigns, transfers and sets over unto the Owner-
Trustee, as security for the performance of the obligations of
the Lessor under the Prime Lease, all the Lessor's right, title
and interest, powers, privileges, and other benefits under the
Lease, including, without limitation, the immediate right to
receive and collect all Rent and other amounts payable to the
Lessor by the Lessee pursuant to the provisions of the Lease,
whether as Rent, casualty payments, indemnity, liquidated



damages, or otherwise (the "Payments"), and the right to make
all waivers and agreements, to give all notices, consents and
releases, to take all action upon the happening of an Event of
Default (as defined in the Lease), and to do any and all other
things whatsoever which the Lessor is or may become entitled to
do under the Lease. In furtherance of the foregoing assignment,
the Lessor hereby irrevocably authorizes and empowers the
Owner-Trustee in its own name, or in the name of its nominee,
or in the name of the Lessor or as its attorney, to ask,
demand, sue for, collect and receive any and all Payments to
which the Lessor is or may become entitled under the Lease, and
to enforce compliance by the Lessee with all the terms and
provisions thereof.

The Owner-Trustee agrees to accept any payments made
by the Lessee pursuant to the Lease for the account of the
Lessor. To the extent received, the Owner-Trustee will apply
such payments to satisfy the obligations of the Lessor under
the Prime Lease, and, so long as no event of default under the
Prime Lease or event which with the passage of time or giving
of notice or both would constitute such an event of default
shall have occurred and be continuing, any balance shall be
paid to the Lessor on the same date such Payment is applied to
satisfy such obligations of the Lessor, by check mailed to the
Lessor on such date or, upon written request of the Lessor, by
bank wire to the Lessor at such address as may be specified to
the Owner-Trustee in writing, and such balance shall be retained
by the Lessor.

§ 2. This Assignment is executed only as security
and, therefore, the execution and delivery of this Assignment
shall not subject the Owner-Trustee to, or transfer, or pass,
or in any way affect or modify the liability of the Lessor
under the Lease. Notwithstanding this Assignment or any
subsequent assignment, all obligations of the Lessor to the
Lessee shall remain enforceable by the Lessee, 'its successors
and assigns, against, and only against, the Lessor or persons
other than the Owner-Trustee.

§ 3. The Lessor will faithfully abide by, perform
and discharge each and every obligation, covenant and agreement
which the Lease provides are to be performed by the Lessor.
Without the written consent of the Owner-Trustee, the Lessor
will not anticipate the Rents under the Lease or waive, excuse,
condone, forgive or in any manner release or discharge the
Lessee thereunder of or from the obligations, covenants,
conditions and agreements to be performed by the Lessee,
including, without limitation, the obligation to pay Rent
in the manner and at the time and place specified therein or
enter into any agreement amending, modifying or terminating the



Lease and the Lessor agrees that any amendment, modification or
termination thereof without such consent shall be void. At the
Lessor's expense, the Lessor will appear in and defend every
action or proceeding arising under, growing out of or in any
manner connected with the obligations, .duties or liabilities of
the Lessor under the Lease.

§ 4. The Lessor does hereby irrevocably constitute
the Owner-Trustee the Lessor's attorney-in-fact, with full
power (in the name of the Lessor, or otherwise) to ask,
require, demand, receive, compound and give acquittance for any
and all Payments due and to become due under or arising out of
the Lease to which the Lessor is or may become entitled, to
enforce compliance by the Lessee with all the terms and provi-
sions of the Lease, to endorse any checks or other instruments
or orders in connection therewith and to file any claims or
take any action or institute any proceedings which the Owner-
Trustee may deem to be necessary or advisable in the premises.

§ 5. Upon the full discharge and satisfaction of
all the Lessor's obligations under the Prime Lease, this
Assignment and all rights herein assigned to the Owner-Trustee
shall terminate, and all interest of the Owner-Trustee in the
Lease shall revert to the Lessor.

§ 6. The Lessor will pay and discharge any and all
liens, charges or security interests (other than those created
by the assignment to the Lender of the Owner-Trustee's interest
in the Lease and by the Security Document) on the Lease or the
Payments due or to become due thereunder claimed by any party
from, through or under the Lessor or its successors and assigns
(other than the Owner-Trustee), not arising out of the trans-
actions contemplated by the Security Document, the Prime Lease
or the Lease (but including tax liens arising out of the
receipt of the income and proceeds from the Unitsy, which if
unpaid, might become a lien, charge or security interest on or
with respect to the Lease or the Payments, unless the Lessor
shall be contesting the same in good faith by appropriate
proceedings in any reasonable manner and the nonpayment thereof
does not, in the opinion of the Owner~Trustee, adversely affect
the interests of the Owner~Trustee.

s 7. The Lessor will, from time to time, do and
perform any other act and will execute, acknowledge, deliver
and file, register, deposit and record (and will refile,
reregister, rerecord or redeposit whenever required) any and
all further instruments required by law or reasonably requested
by the Owner-Trustee in order to confirm or further assure the
interests of the Owner-Trustee hereunder.



§ 8. The Owner-Trustee may assign all or any of the
rights assigned to it hereby or arising under the Lease,
including, without limitation, the right to receive any Pay-
ments due or to become due. 1In the event of any such assign-
ment, any such subsequent or successive assignee or assignees
shall, to the extent of such assignment, enjoy all the rights
and privileges and be subject to all the obligations of the
Owner-Trustee hereunder.

s 9. This Assignment shall be governed by the laws
of the jurisdiction whose laws govern the Lease; but the
parties shall be entitled to all rights conferred by Section
20c of the Interstate Commerce Act.

: § 10. The Lessor shall cause copies of all notices
received in connection with the Lease and all Payments there-
under to be promptly delivered or made to the Owner-Trustee at
its address set forth in the Prime Lease, or at such other
address as the Owner-Trustee shall designate.

§ 11. The Owner-Trustee will not, so long as no
event of default under the Prime Lease shall have occurred
and be continuing, exercise or enforce, or seek to exercise or
enforce, or avail itself of, any of the rights, powers, privileges,
authorizations or benefits which are assigned and transferred
by the Lessor to the Owner-Trustee by this Assignment. Without
limiting the generality of the foregoing, until such an event
of default shall occur, the Lessee shall in all events continue
to make all Payments to the original Lessor named in the
Lease.

IN WITNESS WHEREOF, the parties have c¢aused this
Assignment to be executed by their duly authorized officers,
as of the date first above written.

BRAE CORPORATION

By

Vice President

THE CONNECTICUT BANK AND TRUST COMPANY,
as Owner-Trustee,

By




STATE OF CALIFORNIA )
) ss:
CITY AND COUNTY OF SAN FRANCISCO )

On this day of December, 1978, before me person-
ally appeared + to me personally known,
who, being by me duly sworn, says that he is a Vice President
of BRAE CORPORATION, that the foregoing instrument was signed
on behalf of such corporation by authority of its Board of
Directors and he acknowledged that the execution of the fore-
going instrument was the free act and deed of such corporation.

.
"

Notary Public

[Notarial Seal]

My Commission expires:



STATE OF CONNECTICUT
8s:

N N

COUNTY OF

On this day of » 1978, before me person-
ally appeared , to me personally known,
who, being by me duly sworn, says that he is an authorized
officer of THE CONNECTICUT BANK AND TRUST COMPANY, as owner-
trustee under a trust agreement dated as of ¢ 1978
with the beneficiaries named therein, that the foregoing
instrument was signed on behalf of such Company by authority of
its Board of Directors and he acknowledged that the execution
of the foregoing instrument was the free act and deed of such
Company, acting in its capacity as owner-trustee.

Notary Public

[Notarial Seal]

My Commission expires:



LESSEE'S CONSENT

The undersigned, MICHIGAN INTERSTATE RAILWAY COMPANY,
a Michigan corporation (the "Lessee"), the lessee named in
the Lease (the "Lease”) referred to in the foregoing Assignment
of Lease (the "Lease Assignment®™), hereby acknowledges receipt
of a copy of the Lease Assignment, consents to all the terms
and conditions of the Lease Assignment and agrees that:

(1) the Owner-Trustee, as defined in the Lease
Assignment, shall be entitled to the benefits of, and to
receive and enforce performance of, all the covenants to
be performed by the Lessee under the Lease as though the
Owner-Trustee were named therein as the Lessor;

(2) the Owner-Trustee shall not, by virtue of the
Lease Assignment or this Consent, be or become subject to
any liability or obligation under the Lease; and

(3) the Lease shall not, without the prior written
consent of the Owner-~Trustee, be terminated or modified,
nor shall any action be taken or omitted by the Lessee the
taking or omission of which might result in an alteration
or impairment of the Lease or the Lease Assignment or this
Consent or of any of the rights created by any thereof.

This Consent, when accepted by the Owner-Trustee by
signing the acceptance at the foot hereof, shall be deemed to
be an agreement under the laws of the jurisdiction of the
Lessee's principal place of business and, for all purposes,
shall be construed in accordance with the laws of such juris-
diction.

MICHIGAN INTERSTATE RAILWAY COMPANY,

w Lt k. %/«zjé

Chairman

The foregoing Consent is hereby accepted, as of the
day of , 1978.

- THE CONNECTICUT BANK AND TRUST COMPANY,
as Owner-Trustee

By




STATE OF MICH'IGAN . )

COUNTY OF \jkav )

f

On this &d% day of December, 1978, before me person-
ally appeared Vincent A. Mallanaphy to me personally known, who,
being by me duly sworn, says that he is the Chairman of MICHIGAN
INTERSTATE RAILWAY COMPANY, that the foregoing instrument was
signed on behalf of such corporation by authority of its Board
of Directors and he acknowledged that the execution of the

foregoing instrument was the free act and deed of such
corporation.

/

Wtk e Al
iﬁptary Pub%i?

1

é% /cf}élz

4[Notarial Seall

My Commission expires:
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PROMIBITION OF DISCRIMINATION IN STATE CONTRACTS

I connection with the performance of work under this contract; the contractor agrees as {ollowa:

1

4.

in necordence with Act No. 453, Public Acts of 1976, the contractor hereby agrees aot to dis-
criminate agawat an employee or applicant for employment with reypect to hire, tenure, toms,
conditions, or pmnlexm of cmployment, or i matter directiy or indisectly related to employment,
because of race, color, teligion, national origin, uge, sex, height, weight, or marital status.
Bresch of this covenant may be regarded as a material breach of thia contract.

The contractor hereby agrees that any and ail subcontracts to this coutract, whereby a portion of
the work set forth in this contract is to be performed, shall contain a covenant the same as
hereinbefore set forth in Section 1 of this Appendix.

The contractor will take affirmative action to insure:that applicants are employed, and that em-
ployees are treated during employment, without regard to their race, color, religion, national
origin, age, sex, height, weight or marital status. Such action shall include, but not be limited to,
the following: employment, upgrading, demotion or transfer, recruitment advertising; layoif or
termination; rates of pay or other forms of compensation; and selection for training, including
apprenticeship. ’

The contractor will, in all solicitations or advertisements for empioyees placed by or on behalf
of the contractor, state that all qualified applicants will receive consideration for empioyment
without regasd to race, color, weligion, national origin, age, sex, height, weight or marital status.

The contractor or his collective bargaining representative will send to each labor union or repre-
sentative of workers with which he has a collective bargaining agreement or other contract or
understanding, « notice advising the said labor union:or workers’ representative of the con-
tractor's commitments under this appendix. -

. Txe contractor will comply with all relevant published rules, regulations, directives, aad orders

of the Michigan Civil Rights Commission which maf be in elfect prior to the taking of bids for
any individual state project.

The contractor will furnish and file compliance reports within such time and upon such forms as
provided by the Michigan Civil Rights Commission, said forms may also elicit information as to
the practices, policies. program, and cmployment statistics of each subcontractor as well as the
contractor himself, an  said contractor will permit access to his books, records, and accougts by
the Michigaa Civil Rights: Commission, and/or its agent, for purposes of investigation to ascertain
compliance with this contract and relevant with rules, regulations, and ocrders of the NWichigan
Civil Rights Commission.

In the event that the Civil Rights Commizsion® {inds, after a hearing held pursuant to its rules,
that a contractor™has not complied with the contractual obligations uadar this agreement, the
Civil Rights Commission may, as part of its order bascd upon such findings, certify said findings
to the Administrative Soard of the State of Michigan, which Adminiatrative Board may order the
cancellation of the contract found to have been violated, and/or declare the coatractor ineligible
for futura contracts with the siate and its politice! and civil suddivisions. Ssostn=nls, and of-
hizars, and iacluding th2 governing 0323 of inacituiiaas of higher eduzution, eatil the coatracios
complies with said order of the Civil Rights Commission. Notice of said dsclaration of future
ineligibility may be given to any or all of the persons with whom the contractor is declared in-
eligible to contract as a contracting party in future contracts. In any case before the Civil
Rights Commission in which cancellation of an existing contract is a possibility, the contracting
agency shall be notified of such possible remedy and shall be given the option by the Civil
Rights Commission to participate in such procesdings.

. The contractor will include, or incorporste by reference, the provisions of the foregoing parag:aphs

(1) through (8) in every subcontract or purchsse order unless exzmpied by the rules, regulations
or orders of the Michigasr Civil Rights Commission, and will provide in every subcontrset or
purchase order that said provisions will be binding upon each subcontractor or seller.



APPENDIX A-1l

Affirmative Action Requirements.

In connection with the performance of this Agreement, the contractor

.agrees. as follows:-.. " .. . —

o=

(a) The contractor shall comply with the Regulations relative to -
nondiscrimination in Federally-assisted programs of the Department of --
Transportation Title 49, C.F.R., Part 21, as they may be amended from time
to time, (hereinafter referred to as "Regulations”), which are herein
incorporated by reference and made a part of this Agreement.

(b) The contractor, with regard to the work performed by it under thi.
Agreement, shall not discriminate ‘on the grounds of race, color, or nationa
origin in the selection and reteation of subcontractors, including procurem
of materials and leases of equipment. The contractor shall not participate
either diredtly or indirectly in the discrimination prohibited by Section 2]
of the Regulations, including employment practices when the contract covers
program‘set forth in Appendix B of the Regulations. .

(¢) 1In all solicitations either by competitive bidding or negotiation
made by the contractor for work to be performed under a subcontract, includi
procurements of materials or leases of equipment, each potential subcontract
or supplier shall be notified by the contractor of its obligations under thi
ccntract and the Regulations relative to nondiscrimination on the grounds of

race, color, or natiomal origin.

(d) The contractor shall provide all information and reports required
the Regulations or directives issued pursuant thereto, and shall permit acce
to its books, records, accounts, other sources of information, and its facil
as may be determined by the contract holder, the Michigan State Highway Comm
or the Federal Railroad Administration (hereinafter referred to as the "
be pertinent to ascertain compliance with such Regulations, orders and instr
Wnere any information required of the contractor is in the exclusive possess
of another who fails or refuses to furnish this information the contractor s
so certify to the contract holder or to the FRA whichever is appropriate, an
shall set forth what efforts it has made to obtain the information. '

(e) 1In the event of the contractor's noncompliance with the nondiscrim
provisions of this contract, the cootract holder shall impose such contract
sanctions as it, the Michigan State Highway.Commission, or the FRA may deter

to be appropriate, including but not limited to:
(1) withholding of payments to the contractor under this Agreemen

until it complies; and/or
(2) Cancallation, tearmination or suspension of this Agreemant in

whole or in part.



i)
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E:ﬁéerpf from wCode Sf Féd;ral Regulatwns

D B et S

. 41 CFR Sect. 60-1.4(b)

§ 60-1.4 Equal opportunitly clause.

{a) Government conlracts. Except as
otherwise provided, each contracting
agency shall include the following
equal opportunity clause contained in
scction 202 of the order in each of its
Government contracts (and modifica-
tions thereof if not included in the
original contract)

During the performance of this cantract,
the contractor agrees as followss

(1) The contractor will not discriminate
agalnst any employee or applicant for em-
ployment because of race, color, religion,
sex, or national origin, The contractor will
take arfirmative ection to ensure that appli-
cants are employed, and that conployees are
treated during employment, without regard
to their race, color, religion, sex, or national

" origin. Such action shall include, but not be

limited to the following: Empioyment, up-
grading, demotion, or transfecr, recruitment
or recruitment advertising; layof{ or termi-
nation: rates of pay or ather ferms of com-
peansation: and selection {or training, includ-
ing apprenticeship. The conlractor agrees to

23t in conzpicuous places, available Lo em-
piosees 2ng applicanis for employment, no-
iices 1o D2 provided by the contracting offl-
cer seing forth the provisions of this none
discrimination clause.

(2} Tne contractor 1!, in all solicijations ~

cr advertisements for emplovees placed by
¢r on tzhalf of the contraclar, state that sl
qualificd applicants will receive consider-
aticn f{or employment without regard to
rase. color, rcligion, sex, or national origin

(3) The contractor will send to each labor

uniion or representative of workers with

which he has a collestive bargaining agree-
ment or other contract or understanding, a
notice to be provided by the agency con-
tracting officer, advising the labor union or
workers' representative of the contractor's
commitments under scclion 202 of Execu-
tive Order 11246 of Soplcember 24, 1255, and
shall post copies of the notice in conspicu-
ous places availabic to employ2es and appli-
cants {or employent.

(4) The contraclor will comply with all
provisions of Exscutive Qrder 11246 of Sep-
tember 24, 1985, and of the rules, regula-
tiors, and relevant orders of the Sceretary
of Labor.

t5) The contractor will furnish all infor-
mation and reports required by Executive
Cider 11245 of Scptember 24, 1963, and by
cherielzs vagulatians, and ordars of the Sce-
rotary ol Lahor, or pursuant theoreln, and
«ill permit access to his books, records, and
accounts by the contracting agency and the
Scoretary of Labor for purposes of Investi-
gation to ascertain compliance with such

rules, regulations, and orders.

(6) In the cvent of the contractor’'s non-
compliance with the nondjscrimination
clauses of this contract or with any of such
rules, regulations, or orders, this contract;
may be canccled, terminated or suspended.
in whale or in part and the contractor may
be declared Ineligible for further Govern-.
ment cantracts In fecordance with proce- -
dures authorized In Executive Order 11246 .
of Scptember 24, 1965, and such other sane- |
tions may be imposed and remedics Invoked
as provided In Exccutive Order 11246 of
September 24, 19GS, or by rule, regulation,
or order of the Sccretary of Labor, or as
otherwise provided by Jaw,

(7} The contractor will include the provi-
sions of paragraphs (1) through (7) in every
subcantract or purchase corder unless
exempted by rules, regulations, or orders of
the Secretary of Labor issued pursuant to
section 204 of Executive Order 11246 of Sep-
tember 24, 1965, so that such provisions will
be bindinz upon ecach subcontractor or
venidor. The contractor.will toke such action
=ith respect to any subcontract or purchase
order 23 the contracting agency may direct
1s 3 means of enforeing such provisions in-
cluding sanctions for noncorapliance: Pro-
vided, howerer, That in the event the con-
tractor becomes involved in, oris threatened
xidh, litigation with a subcontraclor or
vendor as a result of such direction by the
- contracting agency, the coniractor may re-

quest the United States to enter inta such

lizigation to protect the int
Ctted oz, erests of the



APPENDIX C .

071277

)

(c)

{(d)

(e)

(£)

(g)

(h)

As usa2d in this apgendix:

[ ]
*Act®™ means the Railroad Reviitalization
and Regulatory Refor= Act of 1578 (Pub. L.
No. 24-210)
*Administrator” maz2as the Federal
Railroad Aéministrator or his dslecate.

Affirmative action a.ocram' mezns the
progras described in Sections 263.9,
26:.11, 265.13, and 285.15 of 42 CZR

Part 265.

"Agency” means the Federal Railroad .
rczlnzshrat*on. )

~

“Contract £” means 2 con *act between Consolidated
Rail'Corporation (" Conrail®} and a Contractor
in connection with 2 project, program ox activi:
of Conrail funded in whole or in part directly
or indirectly from financial assxstance uncer tl

Rail -Acts. .

'Contracgor‘ Deans a2 prime contractor or a sub-
contradtor who will be paid in whole or in part
directly or iIndirectly from flnancial assistznc
under the Rail Acts. :

*Minority™ means wonen, Blacks, stnanlc Aneric
American Indians, American Eskimos, 2American’
Orienta2als and Zmerican Aleuts.

*Rail Acts” means the 2ct and the provisions’
of +he Ragional Rail RPesorganizaticn 2Act of 1973
{453°T.S.C. 7CL et saz.) and tha R2ii Fassancer
Service Act (45 U.S.C. 501 et seg.) zmended by
the Act. . '




o

4.

\g-cas L0 cbser\e and comply-with the followi ng:

) wf

(i) ¥o person in the United States shall on the ground
of race, color, nzatiornal origin or sex be excluded
frem garticipation in, or ésnied the benefits of,
or be subjected to discrizisation under, any Contract.

A Coatrzcior uvnder any Contract
aopliy shall not, diractly or thrs
arcaacesents, on the ground oI rac
o= sex:

() Dany 2 person any servics

; financial 2id, oxr
ounar benefit provided under

such Contracik;

. (3) Provicde any service, financial awd, or othe

benefit which is different, or 3is providesd

P b -

in a dixiferent manner, from that srov*ced o
others under such Contract .

(C) Subject 2 person to segrecaition or separate
treatmant in any matter related to his raceipt
of any service, f;n=nc1a’ ald oz okher bennfit
unéer such Contract .

(D) PRPestrict a person in any way in the enjoyment
of 2ny acvantage or privilege enjoyed by others
receiving any service, financizl aid or other
bernefit undexr such Contract; or .

(Z) Deny a person an oprortunity to participate in
such Contract through the provision of serxvices
or otherwise zfford him an opportunity to do so
which is different from that afforded others
under such Contract.

A Contractor, in determining the types of services, financia

aid, or other benefits, or facilities which will be provided

under any such Contract or the class of persons to whem, or
the situations to which such services, financial aid, other
benefits, or facilitles will be provided under any such

Contract, or the class of persons to be afforded an opporxtun

to participate in®any such Contract, shall not directly or

through contractual or other arrangements, utilize criteria
methods of administration which have the effact of subjectin
persons to discrimination because of their race, color
nationzl origin, or seX, oxr have the efisck of ﬂa-ggL-“c ox
substantially impairing accompliishment of the objectives of

Contract with respect to individuals of a particular race,

color, nationzl origin or sex. . .

-

071277



’ Sadan

-

T In cCcelteoralilliy wivee o
Cositractor shall not make Se’eC~101s wilih the PUurssse 68
effect of excluding persons ;ron, danying them the benefiis

of, or subjecting them to discrimination under any Contract
to which these clavses 2pply on the grounds of race, color,
national oricin or sex, or w:th‘“?_ purpose or effect of
éefcating or substantially imsairing the accomplishmant of

—— iy o= o -
+he objectives of these clauses. ]

The Contracior shall not éiscriminate zgainst any employea
or azpplicant for employment beczuss of race, color, national
zigin or sexX. ZExcept as otherwiss reguired by ths regnla-
-3cas or ozcars cf the Aérinistratcr, the Co i:a +or shzall
ffirmative action to insure that a2policanis for employ-—

tare azI:zlir
-n. are emploved, and that emplovees zaxe t*e tad during

[ S-S

enployment, klbhcut regaré to their race, color, national
origin or sex. Such action shall include, huat not be limited
to tha following: employmant, promotien, damotion, tranmsfer,
recruitnent or recruitment advertising, laveff or termination;
ratas of pay or other forms of ccopensation, and selection for
t:ain'ngh including apprenticeshin. The Contractor agraes to
post in conmspicuous places, availzble to empioyses and
a::;;cants for employment, notices to be provided by the
toencv's reprasentztive setting forth the provisions of these
rondlscrlmlnatlon clzuses. The Contractor understancs and

es that it shall not be an excuse for_ the Contractor's

ure to orovide affirmative action that the labor organi-
ions with which the Contractor has a collective bargalnxng
ement faliled or refused to a2dait or gualify minorities for
ission to the un;oﬂ, or that the provisions of such

erzents o;qerWLSe prevent Contractor from lnplemenblrg its

rmative action program. . - .

"\
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The Contractor shall not discriminata against any business
organization in the award of any subcontract because of race,
color, nationzl origin or sex of its employeels, managers ox
cwners. Except as otherwise required by the regulations or
orders of the Administrator, the Contractor shall take affirma-
tive action to insure that business organizations are permitted
to compete a2nd are consicered for awards of suvbcontracts withou

regard to race, color, national origin or sex.

As used in these clauses, the sexvices, financial aid, ox
other benefits provided under a Contrack under the Rail Acts
include any service, financial aid, oxr other benefit provided
on through a facility funded through financial assistance .

orovided under the Ra11 Acts. - .
The enumeration of specific forms 0f Drchibiitsd discrinmination
does not limit the gerierzlity of the prohibition in paragraph
(2) (i) of this appendix.
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14.

~hese c,auscs do not prohibit the consiocratium va lacc, w-
.pational origin or sax if the ourpose and effect are to res
or overcocme the consaguences of practices or *npedin_nhs v
have zoshrlcted the avajlabili tj of, or oa:t~c13agzon in
Contractor's oaerah-o 'S or activities on the gronras of rac
color, rational origin or sex. VWnere prior discriminatory
or other practice or usace tcnc , on the cgrounds or race, C
daﬁion_l origin or sax, to exclude indi: riduals or bLSLDGSSE
rom sarticipation in, to d=ny them the ben2iits of, or to
stbject them to discrimination under zny Coniract to ~nich
skeose clavses a2pply, thae Contrzcior must take a2ffirmmative &
to Tomove or overcome the .effects of the prior discriminatc
practice or tsage. Z=ven in the absence of prior discrimina
practice or usage to which 49 CFR Part 265 appolies, the
Centractor is expectad to take affirmative action to insure
that no person is excluded frcom participation in or denied
-anoblbs of the .Contract on the grounds of race, color, nat
oricin or sex, and tha%t minorities and minority businssses
2ifordad a2 reasonable opportuniiy to particizate in employm
and procurement opportunities that will result Zrom fipnanci
2ssistance provided under the Pail Acts.
~he ContTactor agrees to taka such actions 2s ars necassary
monitor its activities and thoszs of its sudbcont—actors who
will be paid in whole or in part with funds provided by the
tcts or from obligations guaranteed by the Aéministrator
pursuant to the Rail Acts in order to carry out affirmative
the gurﬂoses of paragraph (2) above, and to implement the
affirsative action program dcveloped and implenmented pursua
to 49 CTR2 265. .- : .

The Contractor shall, in 2li advertisements for emplovees,
or solicitations for services or materials from business
org“ni’agions placed by or on behalf aof the Contractor 'in
connection with any Contract funded in whole or in part
with financial assistance under the Rail Acts, state that
all-zpplicants for employment will receive consideration
for employment, and 211 business organizations will receive
consideration for an award of a subcantract, without rega:d
race, color, national origin or sex-

The .Contractor shall send to each labor organization or
reprasentative of workers with which it has a collective
bargaining agreement or other contract or understanding a
notice to be provided by the RAgency's representative,
2dvising the labor orgzanization or workers®' representative
0of the Contractor’s-cecmitnments under ssction 905 of the Ac
2nd shall post copies of the notice in ccnspicucus places
available to employees and applicants for emsloyment..

The Contractor shzll comply with 211 provisions of section
905 of the Act, the Civil Rights Act of 1264, a2ny other
Federal civil rights act, a2nd with the rules; requlations
2nd orders issued under such acts.
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15. .The Conirzctor shall fu:n‘sh 21l information znd reports
reculzed by the rules, r reculations and orders of the

Administrator, and will permit access to its books, record
and acccunts by the Administrator for purposes of investig
tion to ascerta2in ccmpliance with rules, regulations and
orders raferred to in paragraph 14 hercof. .

ctor sheall) furnish such relevant procure=eat

-~ ~1g. Thke Contzxe
information a2s may be recguested by the Minority Susiness
- Fesource Center of the Zgency. Upon the request of the
Contractor, the Center shall keep such information confi-
dential to the extesnt necessary to protect cemmercizl or
financial information or irade secrets to the extasnt pex—
. nitted by law. . o T
17. In the event oi the Conitractor's noncompliance with the

nondiscrimination clauses of this agreement, or with the
provisions of saction 9505 of tha Act, the Civil Rights Act
of 1254, or with any other Federal civil righis act, or wil
any rulss, regulations, or orderxrs issved under such zcis,
this contract will, after notice of such noncomnl4aﬁca, ancd
after affording 2 reéasonabls oopor*unlgy fox c0ﬂp_-anc e, bs
cancelled, terminated, or suspancded in whole or in part.

The Cantractor shall not enter into any stvbcontract or
subcontract modification whather for the furnishing of
supolies or services or for the use of real or personal
property, lnclnalng lease arrangemants, or Ifor constructior
in conncction with' a Contract, with a subcontractor debarre
from or who has not demonstrated eligibility for Federal ox
federally assisted contracts, and will carry out such
sanctiorns and penalties for violation of this part as may E
imposed upon contractors ané subcontractors by the Administ
tion or any other authorized Federal official. The Con-
tractor shall insure that the clauses required by 41 CFR
Sec. 60-1.4b implementing Executive Order MNo. 11246 will be
placed in each non-exempt :ederally assisted constructlon C

tract. | .

.

}-4
(7))

19. The Contractor agrees to cemply with and implement the writ
affirmative action program es;ablzshed pursuant to section

265.11 of Title 49 CFR.

20. The Contractor agrees to nO;lfy the Administrator promptly
of any law suit or ccmnlaln £iled agalnst £he Contractor
allieging discriminztion on tha2 basis of racs, color, natio;:

origin oxr sex. )

21. The Contractor shall include the preceding provisions of
paragrachs (1) through (20) in every subcontract or purcha:

. order, whether for the furnishing of supplies or services «
for the use of_rea2l or personal property, including lcase
arrangexzents, or for construction relating to this Contrzc

‘J. \{]



The Contractor will %<=zke such zction with respect to zay s
subcontract or purchkase order s the Administrator zay dire
as a means of enforcing such provisions including sanctions
for noncompliance; provided, hcwever, that in the event the
Contractor becomes involved in, or is threatened with litig
+ion with & subconktractor or vzndor as a result of such
cdirection by the 2&ministrator, the Contractor may reguest
the United States to enter into such lizication.



